[No. 25] 


SUBCOMMITTEE HEARINGS ON H. R. 5425 TO AUTHORIZE THE 
DISPOSAL OF THE GOVERNMENT-OWNED SYNTHETIC RUBBER 
FACILITIES, AND FOR OTHER PURPOSES 


Howse or Represenvarives, 
SuscomMirree No. 1, oF THE 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C., June 3, 1953. 
The subcommittee met at 10 a. m., the Honorable Paul W. Shafer, 
chairman of the subcommittee, presiding. 
Mr. Suarer. The committee will come to order. 


(The bill is as follows :) 


[H. R. 5425, 83d Cong., Ist sess.] 


A “at To authorize the disposal of the Government-owned synthetic rubber facilities, and 
for other purposes 


i e the Senate and House of Representatives of the United States 
ngress assembled, That this Act shall be known as the “Syn- 
Ru Jlities Disposal Act of 1953.” 


It is }ameby determined that disposal of the Government-owned rubber 
ing acil pursuant to the provisions of this Act is consistent with 
will further effectuate the 4 set forth in section 2 
t of 1948 (62 Stat. 101, 50 U. S. C. App. 1921), as amended, 
; development within the United Gentes of a free, competitive 

industry ; 

c re is hereby created a Synthetic Rubber Facilities Disposal 

ho Phang hereafter referred to as the Commission, to be composed of three 
persons, to be appointed by the President. Members of the Commission shall be 
appointed from civilian life and shall receive compensation at the rate of $50 
per diem for each day engaged in the business of the Commission, and shall be 
alowed transportation and a per diem of $9 while away from their homes or 
places of business pursuant to such business. No person who is employed in or 
receives a substantial part of his income from the rubber or petroleum industry, 
or in that part of the chemical industry which supplies, or is capable of supplying, 
feedstocks for the manufacture of synthetic rubber, shall serve as a Com- 
missioner. 

(b) It shall be the duty of the Commission to recommend to the Congress 
prospective purchasers of the Government-owned synthetic rubber facilities. The 
Commission is authorized to enter into contracts for the sale of the facilities, 
which contracts shall be binding upon the Government and the prospective 
purchaser, subject only to the other provisions of this Act. In order to arrive 
at the full fair value of each facility, the Commission is authorized to take 
bids on each facility, and thereafter negotiate for the sale of the facilities in a 
manner which will best effectuate the provisions of this Act. 

Sec. 4. The Commission shall, immediately following its appointment by the 
President, be furnished with all available information concerning the Govern- 
ment-owned synthetic rubber facilities in the possession of the department, 
agency, officer, Government corporation, or instrumentality of the United States 
designated from time to time by the President pursuant to subsection (a) of 
section 7 of the Rubber Act of 1948 (62 Stat. 101, 50 U. S. C. App. 1921), as 
amended. 

Sec. 5. The Commission shall proceed as promptly as practicable, conducting 
such hearings as may be necessary, with the disposal of the rubber-producing 
facilities in compliance with the provisions of this Act. 
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Sec. 6. The Commission shall be authorized to employ clerical and stenographic 
assistance, and shall be further authorized to request and receive the assistance 
of any employee of any department, agency, officer, Government corporation or 
instrumentality of the United States concerned with the operation of the Gov- 
ernment-owned synthetic rubber facilities. 

Src. 7. (a) The Commission shall invite, upon adequate notice and advertise- 
ment, bids for the purchase of the Government-owned synthetic rubber facilities, 
hereafter referred to as the facilities. The period for the receipt of bids shall be 
determined and publicly announced by the Commission, and in no event shall be 
less than forty-five days, nor more than ninety days, following the appointment 
of the Commission. All data concerning such facilities which in the judgment 
of the Commission, may be reasonably required for the bona fide submission of a 
bid shall be furnished by the Commission upon request of the bidder. 

(b) Bids shall be in writing, and shall contain, among other things— 

(1) identification of the person in whose behalf the bid is submitted, in- 
cluding the business affiliations of such person ; 

(2) the facility or facilities which are proposed to be purchased, and the 
order of preference if more than one facility is proposed to be purchased ; 

(3) the arrangements or plans, formal or informal, for the supply of feed- 
stock to, and the disposition of the end products of, the respective facilities 
proposed to be purchased ; 

(4) the amount proposed to be paid for each of the facilities, and, if such 
amount is not to be paid in cash, then the principal terms of the financing 
arrangement proposed ; 

(5) such other information as the Commission may reasonably require. 

(c) Should it become necessary to the effective prosecution of the disposal 
program, the Commission may, after the termination of the period for the entry 
of bids provided for in subsection (a) of this section disclose the contents of 
the bids at such time, in such manner, and to such extent as it deems appropriate. 

(d) Bids shall be accompanied by a deposit of cash or United States Govern- 
ment bonds equal to 10 per centum of the gross bid, but not exceeding $1,000,000 
for each faciilty. Except in the case of successful bidders, deposits made here- 
under shall be refunded without interest and not later than upon the termination 
of the period for congressional review as provided in section 9 of this Act. In 
the case of successful bidders, deposits made hereunder shall be applied, with- 
out interest, to the purchase price. 

(e) Payment of the purchase price may be made in part by a first lien pur- 
chase-money mortgage, in an amount not to exceed 80 per centum of the pur- 
chase price. The terms of any such mortgage obligation, to be determined by 
negotiation, shall provide among other things for a maturity of not more than 
ten years, periodic amortization, and an interest rate of 244 per centum per 
annum. 

(f) Promptly after the termination of the period for the receipt of bids, 
pursuant to subsection (a) of this section, and for such period thereafter not 
to exceed four months as may be determined and publicly announced by the 
Commission, it shall negotiate with bidders for the purpose of entering into 
definitive contracts of sale which shall be binding and effective as to the Govern- 
ment and the bidders, subject only to the further procedures specified in this 
Act: Provided, That the President may, upon a finding that further time for 
negotiation is desirable, extend such period for an additional period, not to 
exceed ninety days. 

(g) In conducting these negotiations the Commission shall, after consultation 
with and upon the advice of the Attorney General, determine the sales which 
will best provide for fair and effective competition in the production and market- 
ing of synthetic rubber and its component materials. 

(h) All contracts of sale and instruments in execution thereof, unless the 
President determines that the national security does not so require, shall con- 
tain a national-security clause having terms, conditions, restrictions, and reser- 
vations which will assure the prompt availability of the rubber-producing fa- 
cilities for the production of synthetic rubber and the component materials 
thereof in the event of a war or national emergency hereafter declared by the 
Congress, or a national emergency hereafter declared by the President. 

(i) All contracts of sale shall become fully effective upon the expiration of 
the period for congressional review provided for in section 9 of this Act, and 
the transfer of possession of all of the rubber-producing facilities to be sold 
shall be made as promptly as is practicable after the effective date, in accordance 
with the terms of the contracts, but in any event within a uniform, reasonable 
transfer period. 
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(j) Upon termination of the transfer period, as provided in subsection (i) of 
this section, the Department, agency, officer, Government corporation, or instru- 
mentality of the United States designated from time to time, by the President 
pursuant to subsection (a) of section 7 of Rubber Act of 1948 (62 Stat. 101, 50 
U.S. C. App. 1921), as amended, shall make no further sales of synthetic rubber 
and its component materials except as otherwise provided in this Act. 

(k) During the period following the termination of the transfer period, the 
Department, agency, officer, Government corporation, or instrumentality of the 
United States designated from time to time by the President pursuant to sub- 
section (a) of section 7 of the Rubber Act of 1948 (62 Stat. 1001, 50 U. S. C. 
App. 1921), as amended, shall offer for sale to prior consumers on a pro rata 
basis determined by previous purchases during fiscal 1953, at the then existing 
rate, synthetic rubber held by such Department, agency, officer, Government 
corporation, or instrumentality of the United States herein referred to. Syn- 
thetic rubber not disposed of at the end of one year following the termination of 
the transfer period shall be transferred to the Government stockpile, pursuant 
to the provisions of Public Law 520, Seventy-ninth Congress, without cost. Com- 
ponent materials held by such Department, agency, officer, Government corpora- 
tion, or instrumentality of the United States herein referred to, shall be offered 
for sale to purchasers of the facilities at the then existing rate for such com- 
ponent materials. 

Sec. 8 Upon the termination of the transfer period the rubber-producing fa- 
cilities which shall not have been sold shall be taken out of production and 
placed in adequate standby condition as promptly as practicable consistent with 
sound operating procedures. At any time after the termination of production, 
such facilities may be transferred without reimbursement or transfer of funds 
to the General Services Administration and administered in accordance with the 
provisions of sections 6, 7, and 8 of the National Industrial Reserve Act of 1948 
(62 Stat. 1227, 50 U. S. C. 456-458), as amended, or to such other agency as the 
President may designate for administration in such manner as he may direct, 
except that (1) no such facilities shall thereafter be operated as a rubber-pro- 
ducing facility for the account of the Government except pursuant to further 
Act of Congress; (2) no such facility, other than alcohol-butadiene facilities, 
shall be leased for operation as a rubber-producing facility at any time: and (3) 
no such facility shall be disposed of by sale within a period of two years from 
the termination of the transfer period, and in any subsequent sales, the Govern- 
ment agency acting under authority of this section shall secure the advice of 
the Attorney General as to whether the proposed sale would tend to create or 
maintain a situation inconsistent with the antitrust laws. 

Sec. 9. (a) Not later than thirty days after the termination of the negotiat- 
ing period provided in section 7 of this Act, the Commission shall prepare and 
submit to the Congress a report setting forth— 

(1) the steps taken to elicit bids and the bids which have been received : 

(2) the principal terms of all sales contracted for and the Commission’s 
recommendations in respect therto; 

(3) in the event that there may have been a financially more advantageous 
bid for any rubber-producing facility than the sale recommended, a state- 
ment of the reasons why such sale is proposed ; 

(4) to the extent requested by the Attorney General the report shall trans- 
mit his advice concerning the sales which are proposed ; 

(5) the program to be followed to place in standby condition the rubber- 
producing facilities not sold; 

(6) an inventory report concerning the Government’s current stocks of 
synthetic rubber and its component materials; 

(7) a program for the continuance, to the extent it deems necessary, dur- 
ing the fiscal year folowing the fiscal year in which the transfer period 
terminates, of the research program on synthetic rubber and its component 
materials then being carried on. 

(b) The report shall be submitted to both Houses of Congress on the same 
day. Upon the expiration of thirty days of continuous session of the Congress 
following the date upon which the report is submitted to it, the Commission 
shall proceed to carry out the contracts and proposals, as outlined in its report. 
unless the report is disapproved by either House of Congress by a resolution 
within the thirty-day period. 

(c) For the purposes of subsection (b) of this section— 

(1) continuity of session shall be considered as broken only by an ad- 
journment of the Congress sine die; but 
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(2) in the computation of the thirty-day period there shall be excluded 
the days on which either House is not in session because of an adjourn- 
ment of more than three days to a day certain. 

aan » No rubber-producing facility shall be sold except in accordance with 

Act. 

(e) Notwithstanding any other provisions of this Act, the Commission may, 
subject to the provisions of this Act, and after securing the advice of the Attorney 
General as to whether the proposed lease would tend to create or maintain a 
situation inconsistent with the antitrust laws, enter into contracts of lease for 
the alcohol-butadiene facilities for a period of not less than one year, nor more 
thun three years: Provided, That any such contract shall contain among other 
things (1) a national-security clause, and (2) provisions for the recapture of 
such facilities by the Government and the termination of the lease, if the Presi- 
dent determines that the national interest so requires. 

Sec, 10. At the expiration of one year after the transfer period or as soon there- 
after as the Congress is in session, the President shall report to the Congress 
concerning the Nation’s rubber requirements and resources. 

Sec, 11. The term “Government-owned synthetic rubber producing facilities” 
as used in this Act shall not include the Government-owned evaluation laboratory 
at Akron, Ohio. 

Sec, 12. All final net proceeds from disposal of the rubber producing facilities 
shall be covered into the Treasury as miscellaneous receipts. 

Sec. 13. The sales, leases, or other dispositions made prior to the enactment 
of this Act, pursuant to subsection (b) of section 9 of the Rubber Act of 1948 
(62 Stat. 101), as amended, shall not be affected by this Act. 

Sec. 14. If no report is submitted by the Commission, or if the report sum- 
mitted by the Commission pursuant to section 9 of this Act is disapproved by 
either House of the Congress, as provided in this Act, then the Rubber Act of 1948 
(62 Stat. 101, 50 U.S. C. App. 1921), as amended, shall be extended until March 
31, 1956. 

Sec. 15. Thirty days following the receipt of bids, as provided in section 7 of 
this Act, the Commission shall submit to the Congress a report stating the amount 
of funds expended by or obligated by the department, agency, officer, Government 
corporation, or instrumentality of the United States designated from time to 
time by the President pursuant to subsection (a) of section 7 of the Rubber Act 
of 1948 (62 Stat. 101, 50 U.S. C. App. 1921), as amended, for the repair, replace- 
ment, or maintenance of each Government-owned synthetic rubber facility for 
which bids have been submitted. Thereafter reports shall be made monthly until 
such time as the Congress shall have approved or disapproved the disposal rec- 
ommended by the Commission. 

Sec, 16. In arriving at its recommendations for the disposal of the facilities, 
the Commission shall use, as the basis for negotiating the sale of each facility the 
highest bid submitted for each facility, if, in the opinion of the Commission, 
the high bid submitted was a bona fide bid submitted by a person, or persons 
(ineluding a corporation, partnership, or association), competent to operate a 
synthetic rubber facility. 

Sec. 17. The following criteria shall be used by the Commission in arriving at 
its recommendations for disposal : 

(1) That the prospective purchaser has the technical competence necessary 
to operate a synthetic rubber facility. 

(2) That the prospective purchaser is an American citizen, or, if a corpora- 
tion, that 51 per centum of its capital stock is owned by American citizens. 

(3) That the prospective purchaser is acting in good faith, and actually intends 
to operate the facility or facilities for the purpose of manufacturing synthetic 
rubber or its component materials. 

(4) That fair value for the facility or facilities will be received by the Govern- 
ment. 

(5) That national security will be strengthened by sale of the facility or 
facilities to the purchaser. 

(6) That the purchasers of the facilities will be capable of annually producing 
not less than four hundred thousand tons of general-purpose synthetic rubber, 
and its component materials, and not less than forty-five thousand tons annually 
of butyl rubber. 

Sec. 18. Unless otherwise provided in the Act, the disposal of the Government- 
owned synthetic rubber facilities shall be authorized notwithstanding the provi- 
sions of the Rubber Act of 1948 (62 Stat. 101, 50 U.S. C. App. 1921), as amended. 

Sec. 19. All costs incurred by the Commission or any other Department, agency, 
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officer, Government corporation, or instrumentality of the United States pursuant 
to the provisions of this Act shall be charged against the operating costs of the 
Government-owned synthetic rubber program, administered by the Department, 
agency, officer, Government corporation, or instrumentality of the United States 
designated from time to time by the President pursuant to subsection (a) of 
section 7 of the Rubber Act of 1948 (62 Stat. 101, 50 U. 8. C. App. 1921), as 
amended. 

Sec. 20. The Commission shall cease to exist on June 30, 1954, but nothing on- 
tained herein shall be construed in any way so as to abrogate, modify, or ad- 
versely affect any contract of sale made for the purchase of the Government- 
owned synthetic rubber facilities pursuant to this Act. 

Mr. Suarer. On April 14, 1953, the President of the United States 
submitted a message to the Congress recommending the prompt enact- 
ment of legislation authorizing the disposal of the Government-owned 
synthetic rubber facilities. The President stated in his message that 
the disposal must be consistent with three objectives: 

1. The Government must realize the full fair value of the facilities. 

2. The disposal must be effected in such a way as to insure to the 
consumer public, and to large and small rubber fabricators, the benetits 
of fair competition, and 

3. The facilities must be sold on such terms as will guarantee their 

3. The facilit t | Id ht ll g tee tl 
ready availability for the production of synthetic rubber in time of 
national emergency. 

The President indicated that the program proposed by the Recon- 
struction Finance Corporation was designed to achieve these objectives. 
However, the President also added that— 


upon examination in detail, modifications of that program may appear necessary 
or desirable. 


The President further stated that— 


it is my belief that such legislation would most appropriately result from the 
joint efforts of representatives of the interested executive agencies and those 
committees of the Congress having this matter under consideration. 

It has been my privilege since 1947 to be associated in one way 
or another with legislation directly concerned with our synthetic- 
rubber program. I do not profess to be an expert on this subject, but 
after 6 years of intimate contact with synthetic-rubber legislation and 
the various problems involved in the synthetic-rubber program, I feel 
that I have at least some of the qualifications necessary to write a 
reasonable and workable disposal program. 

I do not offer that as an apology for H. R. 5425, instead, I mention 
it as an explanation of why I took it upon myself to write and intro- 
duce the bill now before the committee. There are few bills of this 
magnitude introduced in the Congress that cannot be changed or 
improved as the testimony proceeds. This bill is no exception to that 
general rule. But, as written, it does represent a sincere effort to get 
the Government out of the synthetic-rubber business; protect the 
public and the small consumer; provide the Government with the 
greatest possible financial return, and at the same time assure national 
security in rubber. It follows the President’s recommendations to 
the letter. 

I do not doubt that there are as many methods of disposing of these 
facilities as there are Government agencies, but if we all have the 
same objective, then our principal concern must be in perfecting one 
mneasure which will accomplish what we all seek. Thus, while I have 
no pride of authorship in H. R. 5425, nevertheless I am convinced that, 
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at this moment, it is a solution—and one that will do the job quickly 
and properly. : 

There is one part of the Reconstruction Finance Corporation’s re- 
port that I think we must all keep in mind. It goes to the heart of 
this whole problem. In the report, it is stated that— 
the situation described in this chapter should go beyond dispelling any concern 
that synthetic rubber cannot survive in competition with natural; it suggests an 
imminent need for additional synthetic-rubber capacity. Thus, one must conclude 
that national security considerations not only permit the disposal of the syn- 
thetic-rubber facilities to private ownership, those same considerations compel 
such disposal unless Government is prepared to broaden its commitments in the 
field of synthetic rubber and expand the capacity of Government-owned facilities. 

I agree with that conclusion wholeheartedly. Either the Govern- 
ment must decide to stay in this business from here on out and expand 
its facilities, or we must place these facilities in the hands of private 
industry in ren with our American heritage. 

There undoubtedly will be arguments advanced that national se- 
curity at this time requires the Government to stay in the rubber busi- 
ness. Those arguments will undoubtedly be preceded by a strong en- 
dorsement of private enterprise, but idevitably there follows the con- 
clusion that this is not the time for the Government to get out of the 
rubber business because we are in a period of emergency. 

This argument can be made today, it can be made next year, and 
undoubtedly it will be tenable 20 years from now. I doubt very much 
whether in our lifetime any of us will ever see a return to “normalcy,” 
as we know it. Asa matter of fact, 1 think it is time that we accepted 
the fact that periods of crises and emergency are quite normal. 

My only reason for saying this is that I am completely convinced 
that the time for decision is now. Either the Government gets out of 
the business now or it assumes the responsibility of producing syn- 
thetic rubber in ever-increasing amounts for the foreseeable Hel 

The Synthetic Rubber Act itself recognizes that the security inter- 
ests of the United States can and will best be served by the develop- 
ment within the United States of a free, competitive synthetic-rubber 
industry. It is my firm belief that private industry can and will 
strengthen our national security in rubber by improving the quality of 
synthetic rubber and by expanding the existing facilities in such a 
way as to bring greater benefits to a greater number of people. 

Thus, the bill which I have introduced permits the sale of our Gov- 
ernment synthetic-rubber facilities. It creates a commission of three 
persons, none of whom can be connected with the rubber or petroleum 
industry, or that part of the chemical industry which makes, or is 
capable of making, feedstocks for the manufacture of synthetic rubber. 

he RFC’s disposal report was predicated on the theory that that 
Corporation would be the disposal agency. I am of the opinion that it 
would be wrong, in fact, and in principle, to have that agency of the 
Government, or any agency of the Government, administer this dis- 
posal program. For that reason the bill before you establishes a 
Commission to be appointed by the President. 

If the bill is enacted, it is my hope that the President will select 
three outstanding American citizens—wise in the way of practical 
business problems, impressed with the importance of national securit 
and concerned with the interests of the American taxpayer. I thin 
it will be far better for this Commission to exercise its independent 
judgment, rather than have a Government agency handle the sale of 
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so vast and important a program as that which we are about to embark 
upon. Then there can be no charge of favoritism, bureaucracy, or 
job seeking. 

Under the bill, bids will be taken on the facilities not less than 45 
days, nor more than 90 days, after the Commission has been appointed. 
After that, the Commission is given a 4-month period in which to 
negotiate the sales contracts. 

The RFC disposal program envisioned a minimum 15-month dis- 
posal period. It may take that long, but I can see no reason for 
encouraging delay. Certainly there has been enough talk about dis- 
posal so that all interested parties have had ample opportunity to 
make informal arrangements and informal estimates with respect to 
the facilities in which they are interested. If more time is needed, 
the President is authorized to extend the negotiating period for an 
additional 90 days. I hope that will not be necessary. 

Following the end of the negotiating period the Commission must 
report to the Congress within 30 days, and then Congress has 30 
legislative days in which either House may reject the proposed sales. 

The bill requires the Commission to use the highest bona fide bid as 
the basis for renegotiation. I think this is sound and will assure the 
greatest return to the taxpayers. 

The bill establishes certain criteria which the Commission is re- 

uired to use in arriving at the recommendation for disposal. One of 
those criteria provides that the prospective purchaser must possess the 
technical competence necessary to operate a synthetic-rubber facility. 

Let me say right here and now that this provision is not designed to 
give any advantage to the present operators. Those companies which 
are now operating rubber facilities have no vested interest in any of 
the facilities. They have a possible advantage, since they are more 
familiar with the facilities than anyone else, but that advantage might 
»rove to be a disadvantage when the bids are opened, for they may 

now of maintenance problems which would detract from the value of 
the plant which would be reflected in their bid, and which might not 
be reflected in someone else’s bid. 

The technical competence criterion is contained in the bill in order 
to assure the American people that the purchasers of these facilities 
will actually have the know-how necessary to run a synthetic-rubber 
facility. And this is further strengthened by an additional criterion 
which requires that the prospective purchaser must actually intend to 
operate the facility or facilities for the purpose of manufacturing 
synthetic rubber or its component materials. 

Now there is one additional criterion which I would like to briefly 
mention. That is the provision which states that the purchasers of the 
facilities must be capable of annually producing not less than 400,000 
tons of general purpose synthetic rubber and its component materials, 
and not less than 45,000 tons annually of butyl rubber. I will be frank 
in saying that those figures are exploratory, for all I did was double the 
figures now contained in the Rubber Act of 1948. 

You will note that I do not talk about “demonstrated capacity,” 
“rated capacity,” “short tons,” or “long tons.” T hope that the repre- 
sentative of the Department of Defense, in particular, will give us 
suggestions on that provision. 
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Let me call your attention here to an error in that provision. In 
putting a 45,000-ton butyl rubber requirement in the criteria, I divided 
the 90,000-ton butyl] rubber capacity in half and arrived at the correct 
answer of 45,000 tons. But in doing this I overlooked the fact that 
the Baytown plant has only a maximum capacity of 48,000 long tons, 
whereas the Baton Rouge plant has a capacity of 47,000 long tons. 
Should 1 butyl plant remain unsold and should it happen to be the 
Baton Rouge plant, this criterion, if it remained at 45,000 tons, would 
preclude all disposal. Thus, it is obvious that that figure must be 
reduced to 43,000 long tons. ! 

There are two other provisions of the bill which should be explained 
before these hearings begin. One provision requires the Commis- 
sion to submit to the Congress a report stating the amount of the 
funds expended by or obligated by the RFC for the repair, replace- 
ment, or maintenance of each syuthetic rubber facility for which bids 
have been submitted. I will not attempt to be subtle. The provi- 
sion is there to make sure that the high bidder who might also be 
an operator, does not succumb to the possible temptation of recom- 
mending extensive repairs, upon finding himself in a rather favorable 
position with respect to purchasing the facility. 

Now, I would like to explain one other provision and then we can 
proceed with our first witness. 

As written, the bill will extend the Rubber Act of 1948 for 2 years 
if no report is submitted by the Commission or if the recommended 
disposal proposed by the Commission is disapproved by either House. 
No one can predict the timing involved in this disposal program, but 
it is quite possible that disposal could be an accomplished fact prior 
to March 31, 1954. If additional time is needed, the Rubber Act 
can be extended to provide the additional time required. We can 
cross that bridge when we get to it. 

This morning we have with us the Administrator of the Recon- 
struction Finance Corporation, Mr. Kenton R. Cravens. 

It is my pleasure to welcome you, Mr. Cravens, in your first ap- 
pearance before this committee. 

Mr. Cravens. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I should like to 
read a short prepared statement preparatory to the questioning. I 
have with me my assistant, Mr. Yoralem, who has spent all of his 
time the last year on the disposal program. With your permission, 
I will read the short statement. 

Mr. Suarer. Mr. Cravens, before you read, I wonder if you would 
state to the stenographer some of your backgorund and your experi- 
ence. 

Mr. Cravens. I would be glad to. My background is almost en- 
tirely, and I should say principally, in banking. As such I am the 
furthest away from anybody you Chow from a rubber expert. My 


contact with the rubber business has been, No. 1, in lending the money 
and, No. 2, in operating a couple of smaller rubber companies of 
very small and restricted sco 

Beyond that, I have no other background in rubber. I have been 
with the RFC, as you know, since May 1. That about gives you a 
thumbnail sketch of my background. 

Mr. Suarer. Thank you very much. 
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Mr. Cravens. Proceeding to the statement that I have referred 
to—— 

Mr. Puteri. Mr. Chairman. Could we have the business con- 
nections prior to May 1, when you assumed your office / 

Mr. Cravens. Yes. I was with the Mercantile Trust Co. in St. 
Louis. 

Mr. Putter. What is it? 

Mr. Cravens. Mercantile Trust Co. in St. Louis. 

Mr. St. Louis. 

Mr. Cravens. Prior to that, with the Cleveland Trust Co. in Cleve- 
land, which got me a little closer to the rubber situation. 

TI am on record as being in favor of disposal of the synthetic rub- 
ber facilities presently owned by the Government. 

Therefore, I approve the purpose of House bill 5425. Generally 
speaking, I also approve of its format. 

On the other hand, there are a number of points which I believe 
merit your further consideration. As my time since May 27 has 
not permitted me to prepare a detailed statement I will merely 
enumerate a number of points which legislation dedicated to this 
purpose should contain. More specifically there are some provisions 
of H. R. 5425 which could very well thwart the objectives of this 
legislation. 

The situation with which we are concerned involves the solution of 
but a single basic problem. This problem is the matter of disposing 
of the synthetic-rubber facilities in a manner which will obtain for 
the American taxpayer the greatest number of dollars obtainable in 
the light of all the circumstances prevailing, and at the same time 
will provide all of the peoples of the free world with the protection 
and benefits which will result from a privately owned, free and com- 
petitive synthetic-rubber industry. 

Disposal is required in order to achieve both objectives. There can 
be no disposal unless there are bidders. 1 am constrained to think 
that relatively there will be few bidders unless the definitive legisla- 
tion provides bidders with adequate protection against the possibility 
of being required at a subsequent date to defend their purchases 
against the allegations or charges of another branch of our Govern- 
ment. 

I, of course, refer to the application of the antitrust and related 
laws to the acquisition of the facilities by those enterprises of the 
kind which logically, at least at this distance, would seem to be the 
most likely bidders. 

Congress should require that the Attorney General counsel and 
advise with the disposal agency in regard to both objectives. While 
this principle seems to be contemplated, at least in part, by sections 
7 (g), 9 (a) 4 and 17 (4), it is not clear that the language used does 
the job as well as I believe it will have to be done if the dual objectives 
just stated are to be achieved. For the same reason the principle of 
the Congress having the final look at the overall disposal program 
as a condition precedent to the sales becoming final should be pre- 
served. 

This last principle should be preserved, moreover, for the additional 
reason that if an emergency should arise, Congress would thereby be 
in position to prevent disposal even at the last minute. 


980 


Section 7 (a) of the Rubber Act of 1948 provides that the syn- 
thetic-rubber program shall be conducted by an agency of the Govern- 
ment designated by the President. There are a number of good 
reasons why this agency should play an important part in the disposal 

rogram. 

I agree, however, with what seems to be the thinking behind H. R. 
5425. That is, that there be a buffer between the agency operating 
the facilities and the purchasers. As a result, I suggest that the 
definitive legislation, in lieu of the Commission provided for in the 
bill, provide for a Disposal Board to be composed of the Secretry of 
the Treasury, the Secretary of Commerce, and the Director of the 
Office of Defense Mobilization. 

This Board would have the duty and responsibility of disposing 
of the rubber facilities, but it should be directed to a as its 
disposal agent the agency of the Government which the President 
has designated to operate the facilities pursuant to section 7 (a) of 
the Rubber Act of 1948. 

This disposal agent would act for the Board, under such instructions 
and delineation of overall policies not inconsistent with the statute 
itself as the Board may from time to time prescribe. 

The effect of this would be to place policy determination on the 
highest echelon, where I think it should be, and to retain the know- 
how and experience of those most familiar with the facilities. The 
Board, rather than its disposal agent, under my thinking, would make 
the report to the Congress prior to the contemplated sales becoming 
effective. 

The know-how to which I have just referred becomes important. 
For example, before issuing invitations for bids, it will be necessary 
for the disposal agent to prepare appropriate descriptive brochures 
for each of the 23 facilities which are to be offered for sale. While 
the underlying data is available, the material has not been collated. 
As it is difficult to say in advance just how long it would take to 
prepare descriptive brochures, it would be better for the legislation 
to require only that it be prepared and distributed at the earliest 
date possible. 

It would be unfair for the bidding period to commence prior to 
the brochures becoming available generally. After receiving the de- 
scriptive material potential bidders will require a reasonable time 
within which to consider and resolve their investment, technological, 
engineering, valuation, and other problems incident to a capital out- 
lay of the requisite magnitude. Thus, the legislation poeta provide 
that all bids should be presented within a period of not less than 
90 days beginning on the date on which the descriptive material is 
generally available. 

Section 7 (d), which requires that each bidder make a deposit of 10 
percent of the gross bid, but not exceeding $1 million for each facility 
puts an unduly heavy burden on the bidder. Moreover, it has the 
effect of sterilizing too much money and accomplishes no more than 
a lesser amount. This might well be reduced to 214 percent of the 
ene bid, but not exceeding $250,000. Since multiple bids should 

» encouraged so as to indicate fully to the Disposal Board the full 
scope of the interest of potential purchasers in all of the facilities 
being offered, the maximum limitation of whatever amount it is should 


981 


be applicable to the aggregate gross bid, rather than to bid for each 
facility. 

Section 7 (e) provides for an interest rate of 214 percent per annum 
on the first lien purchase money mortgage which may be accepted 
from a purchaser. This rate is wholly unrealistic. It subsidizes the 
purchaser. Thus, I suggest that line 21 on page 5 be stricken and that 
there be inserted in lieu thereof the following: 

Interest rate consistent with interest rates on comparable loans currently 
made by private lenders. 

Section 7 (k) is unnecessary and perhaps detrimental to the legis- 
lation. Actually we are not talking about a very large quantity of 
rubber. Having in mind our production schedule, the prospective 
demand for syntheti¢ rubber, and the maximum capacity of the facili- 
ties, it would seem most unlikely that the stock of rubber could exceed 
100,000 tons or approximately 15 percent of present annual require- 
ments. 

Making this relatively small amount of rubber available to the gen- 
eral market directly from the Government will not do much to allevi- 
ate conditions which small rubber consumers might otherwise find 
difficult because rationing penalizes the small and growing business. 

This is true because section 7 (k) would allocate this rubber stock 
in accordance with previous purchases during fiscal 1953, and on that 
basis, most of the rubber would in any event be allocated to the large 
rubber companies. I, therefore, urge that the legislation provide for 
the disposition of this rubber at a price determined in accordance 
with the disposal agent’s pricing tioliey in amounts prorated in ac- 
cordance with the ratio of capacity of each facility to the total ca- 
oie of all rubber producing facilities of the same type which have 

een sold. 

Section 17 (1) disturbs me, for I would consider it unfortunate if 
the disposal agency was put in the position where it might have to 
make invidious comparative determinations of the technical compe- 
tence of one prospective purchaser against another where both have 
satisfied the other criteria for disposal. Competent management is 
inherent where many millions of dollars of capital is required. 

Section 17 (2) is discriminatory and its effect may very well be to 
render ineligible to bid on one or more enterprises which have rend- 
ered important and material assistance towards the development of 
the synthetic rubber program over the years past. 

Section 17 (5) is unnecessary in the light of the policy determina- 
tion of section 2 of the Rubber Act of 1948, taken together with 
section 2 of H. R. 5425. 

Section 17 (6) is too restrictive and impractical. The question of 
whether or not the disposal agency will have succeeded in selling a 
sufficient tonnage capacity can best be determined when the disposal 
program comes back to Congress for final review. If at that time our 
country’s rubber requirements are high, it may well be that the sale 
of only the tonnage specified in section 17 (6) would not be sufficient 
to warrant effectuating the disposal. 

_On the other hand, and contrary to expectation, rubber consump- 
tion may have fallen off and considerations of the national welfare 
might not require sales of this tonnage. In short, I should not like to 
see the success or failure of the whole program of disposals be deter- 
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mined by this inflexible yardstick, particularly when the necessity for 
this standard is obviated by the provision for final congressional re- 
view. 

Lastly, I have been advised that H. R. 5425 does not key in with the 
Rubber Act of,1948 in several technical aspects. I mention this solely 
for the record so that the technicians will not lose sight of the point. 

And now, Mr. Chairman, I have with me Mr. Yohalem, who has 
spent, as I said, the entire last year on the disposal program and we 
should be glad to answer any questions you might have. 

Mr. Suarer. You have given us a lot of food for thought here, Mr. 
Cravens. 

Does Mr. Yohalem have a statement ? 

Mr. Youatem. No, sir, I do not. 

Mr. Suarer. O. K. 

Mr. Cravens. He has written a very lengthy one. 

| Laughter. | 

Mr. Suarer. What is your background, Mr. Yohalem, insofar as the 
rubber industry is concerned, and experience with disposal programs, 
and so forth ? 

Mr. Youatem. My background, so far as the rubber industry is con- 
cerned, is negligible, Mr. Chairman. I am an attorney, have been 
practicing law for over 20 years; was with the Securites and Exchange 
Commission for 13 of them, and most recently as director of the Divi- 
sion of Public Utilities. 

My first contact with rubber was in June of last year. It has been 
fairly constant since. That is my professional competence in the 
field. 

Mr. Buanprorp. Mr. Chairman. 

Mr. Suarer. Do you have any questions? 

Mr. Bianprorp. Yes, sir. I am constrained to say at the outset, 
Mr. Cravens, that the President’s letter apparently did not make too 
much of an impression on the RFC, since I thought this was to be a 
joint effort of representatives of the interested executive agencies and 
the committees of the Congress having the matter under consideration, 
and that, threfore, we would not confine ourselves to the RFC disposal 
program recommended in the report. 

I notice that all of your objections, with minor exceptions, are con- 
tained in the RFC disposal program. 

I would like to start at the beginning of your testimony and ask you 
why you think the Attorney General is better qualified to determine 
the fair value of these plants than the Congress of the United States? 

Mr. Cravens. Well, let me say at the outset-—comment on a number 
of things you said. In the first place, I am not cognizant that the 
points I have brought out are all basically in the RFC’s report. 

No, 2, I didn’t mean to imply anywhere that the Attorney General 
was better qualified to pass on the fair and full value. 

I tried to bring out in my short and brief remarks that in seeking 
the advice and counsel of the Attorney General, it should be on the 
basis of both objectives, for this reason: 

If you seek his advice and counsel only on the competitive situation 
you are very likely to find yourself in a position where he would, of 
course, approve the bid that had the most competitive angle, whereas 
that might be a mile off from a full and fair value. 
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What we are trying to get is two things. We are trying to get the 
most we can for the plants, and at the same time build up as highly : 
competitive system as we can. So if you ask him to advise and counsel 
with respect to a sale, keeping both of those objective in mind, which, 
incidentally, H. R. 5425 so clearly points out, that they are the two 
objectives, then I think you will have a much more workable program. 

I think if you don’t you will have the full and fair value thing 
diminished and only those sales aproved that have full competitive 
advantages. 

Mr. Bianproxp. Well, it is not the intention of 5425 to put the 
Attorney General in the position of acting as the Treasurer of the 
United States or supplementing his knowledge for that of the commit 
tees of the Congress, or the Commission that is appointed. It is the 
position taken by the bill, H. R. 4525, that the Attorney General 
should, of course, be consulted with respect to the antitrust provisions. 

We feel, however, that the Congress is perfectly competent to 
determine whether the fair value has been bid for the plants, and 
that is, of course, one of the reasons that we put in the bill that the 
highest bid would be used as the basis of negotiation. 

Because we are concerned, of course, with three objectives, as the 
President outlined in his letter: The money is one objective. The 
fair-competition pattern is another. And national security is the 
third. But I can’t personally see why the Attorney General should 
be consulted in any respect with regard to the amount of the bids that 
are submitted. I don’t think his technical competence in the field 
of engineering qualifies him any better than the Commission. As a 
matter of fact, it probably would have been more likely that the 
Commission would be better qualified to determine whether a fair 
value has been bid for the plants and then the Congress can decide, 
as it does in many cases, whether a fair value has been decided upon 
or bid upon the plants. 

Mr. Durnam. May I comment on that point right there? 

Mr. Buanprorp. Yes. 

Mr. Durnam. What I don’t understand, Mr. Cravens, is how—in 
your recommendation here, of course, you would bypass—rather, not 

yvpass them, but certainly give protection to those bidders or buyers, 

protection against the antitrust laws. Because when they become 
private individuals again, which they will under the measure when 
they purchase those plants and be operating private plants, they just 
come under the antitrust law. 

You wouldn’t recommend that we write a provision in here to give 
them preferred treatment over other private interests, would you? 

Mr. Cravens. Most assuredly not, most assuredly not. 

Mr. Duruam. How would you do it, then, is what I am getting at. 

Mr. Cravens. And you are 100 percent right, that once they are 
the owners, they are subject to them. 

Mr. Durnam. That is right. 

Mr. Cravens. Let’s follow this situation a little farther. Let’s 
assume that the report comes to Congress and the Commission, if 
rou call it Commission, recommends and contracts the sale on a price 
hich and on that basis the Attorney General will do nothing but. 
object. I am sure that that would create a very bad situation with 
the company’s own legal counsel and I am quite sure they probably 
would withdraw from the transaction. 
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They have to have something in the background both from the 
Attorney General—not specifically approving it. I don’t suppose 
that if he did, even, it wala constitute full protection. 

Mr. Durnam. It wouldn’t hold under the law even if he approved it. 

Mr. Cravens. What ? 

Mr. Durnam. If he approved some form of protection, then what 
protection would that give them ¢ 

Mr. Cravens. It would not give them full legal protection, I agree. 
Mr. Yohalem is an attorney. We will let him address himself to 
the subject. 

Mr. Durnam. What is your opinion? You must have done some 
thinking on this. 

Mr. Yorauem. There are, as I see it, two types of antitrust prob- 
lems that can arise, at least, but they are two pretty different types. 
One is the possibility that the mere acquisition of one or more of these 
plants by a pontiealian company, because of the other properties and 
the other activities of that company, might appear to be repugnant to 
the antitrust laws as they are written now, and it may be that that 
repugnance is sufficient reason for saying that that purchaser, com- 
pany X, may not purchase these properties. But it may be that that 
repugnance is only potential me rather vague and that taking this 
program as a whole, it should not interfere with company X acquiring 
that facility. 

Now it seems to me that this legislation and this disposal program 
can give assurance to company x that the mere acquisition of that 
property will not lead it to an antitrust law for divestment immedi- 
ately after it has made the acquisition. 

ow company X operates that property subsequently and what its 
trade practices may be and what may develop out of the future op- 
erations of company X in the synthetic rubber field should remain 
subject to the scrutiny of the Attorney General and the coverage of 
the antitrust laws. 

But the acquisition itself, at least, ought to be given legislative 
license, if you will, so that the company, or companies, are not in the 
position of saying, “Well, we would like to buy these plants, but we 
don’t know whether we are permitted to own them, even if we operate 
them fairly and in accordance with law.” 

Mr. Durnam. It looks like to me that is exactly what you are asking 
us to do, is to give them legislative license. 

Mr. Brianprorpv. Mr. Chairman, I think the requiring of consult- 
— the Attorney General has been established by precedent in the past. 

Mr. Cravens. That is right. 

Mr. Bianprorp. The point is that a purchaser will be told that his 
potential acquisition of the plant will not set him up in a monopoly 
practice or will not violate the laws insofar as being an actual operator 
of that plant is concerned. 

Now, thereafter, if he should combine or he should engage in prac- 
vee which violate the antitrust laws, he will, of course, be subject to 
them. 

But in the past, in the sale of Government properties, it has not 
been unusual for the purchaser to consult with the Attorney General 
to find out whether the arrangement at the beginning is not in viola- 
tion of any of the laws of the country with respect to the antitrust 
laws. It is not unusual. 


Mr. Durnam. No; if he goes that far and stops there, it is all right. 

Mr. Bianprorp. My only objection is that the Attorney General, 
under the RFC’s recommendation, would not only have to say that this 
arrangement is not in violation of the antitrust laws, but that, in his 
opinion, which is not called upon in any of the laws that I know of, 
the amount bid upon the plants is adequate and thereafter he will not 
pursue—— 

Mr. Youatem. I think, Mr. Blandford, you misunderstood the pur- 
port of Mr. Cravens’ remark. 

Mr. Cravens. Yes. 

Mr. Younatem. And of the RFC report’s recommendations on the 
role of the Attorney General in these negotiations. 

The problem, as I see it, which calls for the Attorney General’s par- 
ticipation on both aspects of a transaction is quite different and_ is 
this: There are comparatively few properties for sale here, consid- 
ering the scope of the industry which is being set up. It may well be 
that, again, company X, for example, submits the high bids for two, 
let of us say, of the largest copolymer plants, with a total capacity of 
perhaps 200,000 tons of general-purpose rubber a year: Those bids 
may exceed by many millions of dollars the next highest bid, for one of 
those facilities. 

At that point there may be—there is a problem of judgment pre- 
sented: Should the Government, in the interest of achieving a com- 
petitive pattern for this industry forego the many million of dollars 
and not sell these two plants to the same company, or is this an exces- 
sive concentration of capacity only theoretical rather than real, or is it 
not so serious that notwithstanding that, it is in a sense repugnant to 
the antitrust laws 

Mr. Bianprorb. That is just the shenanigan that we avoid in this 
bill, Mr. Yohalem, by saying the high bid will be used as the basis of 
negotiation. 

Mr. Youatem. I have no objection to that, Mr. Blandford. And 
I assume that what you mean by that is that if property No. 1 is bid 
for by companies X and Y and Company X bids one amount and 
company Y a much lower amount, then if you determine to sell it to 
company Y, you will negotiate with company Y on the basis of the bid 
of company X. 

Mr. Bianprorp. That is exactly right. 

Mr. Youatem. You may negotiate on that basis, but you may not 
quite reach it. That property may be worth that many dollars to 
company X and it may be worth more to company Y than its initial 
bid, but it may not be worth the full amount of company X, bid to 
company Y. 

Mr. Bianprorp. If that is the case, we are not getting the full fair 
value and, therefore, we are not following the President’s recom- 
mendation and, therefore, there shouldn’t be any disposal program. 

I am trying to follow, we are all trying to follow the President’s 
recommendation, to get the full fair value of these plants. You are 
not going to get the full fair value if you sell the Oe to somebody 
for less than what somebody else decided was the full fair value. 

You used the word “full.” TI agree to it. 

Mr. Youarem. If somebody else, namely, company X, decides that 
plants 1 and 2 are worth a certain amount to it, part of that decision 
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may be because it would be getting plants 1 and 2, and plant 2 may not 
be worth as much to company Y as It is to company X. ' 

I therefore think that while the bid of X should be the basis of 
negotiation and should set an objective which the disposal agency 
would seek to achieve, it doesn’t follow as a matter of course that the 
disposal agency can get that last dollar. ‘ 

Mr. Buanprorp. If any company is foolish enough to bid more for a 
plant than they think it is worth, then I misjudge American business. 

Mr. Youatem. I didn’t say that, Mr. Blandford. I said that 2 
plants may be worth more to 1 company. 

Mr. Bianprorp, That is right. 

Mr. Youavem. Than those 2 plants are worth to 2 companies. 

Mr. Bianprorp. But they will be bidding on separate facilities. 

I would like, Mr. Chairman, to go to the next es and that is the 
question of establishing a board to be composed of the Secretary of the 

‘reasury, the Secretary of Commerce and the Director of the Office of 
Defense Mobilization. 

The Board would have the duty and responsibility of disposing of 
the rubber facilities, but then immediately they would be directed to 
appoint somebody else as the disposal agent, and that would be, I 
assume, the RFC, and the disposal agent would act for the Board 
“under such instructions and delineations of policy not inconsistent 
with the policy,” and so forth. 

The first question that occurs to me on that, Mr. Cravens, is what 
does this Board have that the Commission wouldn’t have? We give 
the authority 

Mr. Cravens. Oh, well, now—just keep two matters separate. As 
far as Board versus Commission, the only reason I make that recom- 
mendation—there are just a few practical reasons which I will come 
back to next. Let’s get out straight. I don’t feel strongly between 
Board and Commission. As I said, I have a few practical reasons on 
that. But the most important thing, whether it be Board or Commis- 
sion, is that it be integrated with the operating agency. 

Now you say RFC. We have many bills before Congress that would 
transfer, some that would transfer that to Commerce, and so forth. 

Mr. Bianprorp. Right. 

Mr. Cravens. I am only thinking of the people actively concerned 
and working in that division. Mr. Kelly is here today that operates 
it. I think that group of people should be integrated into whoever 
is doing this job. If it is Commission, fine. If it is Board, fine. Or 
what have you. 

Mr. Bianprorp. We just 

Mr. Cravens. Does that clear that point up? 

Mr. Bianprorp. Yes. My only point is that we don’t differ, except 
perhaps on terms. 

Mr. Cravens. Well 


Mr. Bianprorn. Integrated would—— 

Mr. Cravens. I don’t know how you are going to integrate. 

Mr. Brianprorp. Well, what I am getting at is we give authority to 
the Commission to call upon the operating agent for all the help it 
wants. We think the decision should remain with the Commission. 
So, actually, we are not at cross purposes on that one. 

Mr. Cravens. That is right. 
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Mr. Durnam. Your recommendation follows more or less Govern- 
ment procedure heretofore ? 

Mr. Cravens. Well, to some extent. It follows very practical pro- 
cedure. To get the kind of men that Congressman Sha fer has so well 
described that would be necessary in this Commission is going to be one 
of the most difficult jobs in the world if they don’t have in their past 
some connections with chemical, petroleum, rubber, and so forth. 

Now I happen to be on pretty solid ground in that respect because 
we have been looking around for some men that might help in con- 
sultation, and so forth, and I have been going through their back- 
grounds, of scores of them, and every one as I cut across showed where 
they had been a director here, or did work here or had an interest 
there. 

It seems to me if would be so difficult to get three men of the type 
and character that Congressman Shafer described to work for just a 
year and get them as expeditiously as we should. 

But I thought that a board of this high echelon could serve equally 
the same purpose if they fully utilized, as Mr. Blandford and J have 
both indicated, the people that they have in the operating end. 

Now that is the only reason. If we could go out and pick three out 
of the air real quickly, it would be just wonderful. 1 think it weuld 
just be fine. 

Mr. Bianprorp. Of course, the point there: In eliminating—— 

Mr. Durnam. Well 

Mr. Brianprorp. Excuse me. 

Mr. Duruam. Right on that point, of course, your recommendation 
here, of course, comes from the Government. ‘The thought occurs to 
me where the Government would have the greatest amount of control 
over these individuals, the one that is recommended by the bill or the 
one that you are recommending, which comes from Government. 

Mr. Cravens. Well, they are both appointed by the President. I 
think we are trying to get men of high caliber. 

Mr. Durnam. That is what I say. 

Mr. Cravens. Congress is going to have the last look at this. 

Isn’t that true, Congressman Shafer? ‘That is what we are trying 
to do, 

Mr. Bianprorv. Mr. Durham, if I may. 

One of the reasons we did not put in the various secretaries: In the 
first place, there is no end to the number of interested agencies you 
‘an consult. 

Mr. Cravens. I understand. 

Mr. Bianprorp. And if yeu get involved to a greater extent than 
we have involved these people in this bill, you would never have dis- 
posal. It is not—the difficulty is not the Secretary of the Treasury, it 
is not the Secretary of Commerce, and it is not the Director of the 
Office of Defense Mobilization. They would not meet and work on 
these problems. They have much, too much, to do. It would be the 
people down the line. 

And then as you do down the line, you spread your obligation. And 
then you have ad hoc committees. And then you have an ad hoc 
committee of the ad hoe committee. Then you have a subcommittee 
of that subcommittee. That is where your disposal would be bogged 
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down in endless arguments within the Government agencies as to who 
should shoot John. That is exactly what we are trying to avoid. 

Mr. Cravens. Mr. Blandford, you see, we don’t put everything that 
is in our mind down on paper. i had in mind that it would be much 
easier for the Secretary of Commerce or the Secretary of the Treasury 
or the Director of ODM if they didn’t have a single competent person 
in their staff to grab one quickly, than it would be to create the com- 
mission. 

If you are right, your plan is best. If I am right, my plan is best. 

Mr. Bianprorp. You may be correct. But it is all right as long 
as we agree we are trying to avoid a lot of bickering that always take 
place when you get two agencies trying to decide upon something. 

Mr. Cravens. We do, sir. 

Mr. Bianprorp. Now, the next thing: These descriptive brochures 
for each of the 23 facilities which are to be offered for sale. And I 
am rather intrigued by that because I am just wondering why some 
effort so far hasn’t been made to write those brochures. We have been 
talking about disposal since 1950 and—— 

Mr. Cravens. I think I pretty clearly stated that all the technical 
information is available, but it hasn’t been collated. 

Mr. Bianprorp. Well, could it be collated in the next—could you 
start collating it this afternoon ? 

Mr. Cravens. Well, I think—I would like to have Mr. Yohalem 
address himself on that. He is much more familiar with it. 

But let me say one thing, as a past buyer of businesses, and I bought 
a number of them. When you start in to buy a business, even in the 
smaller pangeeiions that I have been associated with, boy, you proceed 
very carefully and you have all kinds of people around you working, 
doing one job for you, doing another and doing another. 

You have an engineer here, and so forth. And it seems to me to not 
give these people the fullest kind of information so we can get the 
very last dollar of price for 30 days one way or the other aad be a 
very grave mistake. 

1 would like to have Mr. Yohalem address himself to that if he 
would care to. 

Mr. Youatem. Yes,I certainly would. In the first place, the rubber 
program is operating under a statute, the Rubber Act of 1948, which 
specifically forbids the disposition of any facilities. That raises a 
budgetary problem. I personally have not felt that the RFC, or 
any other agency operating these facilities under that statute, would 
be justified in expending any large amount of money. 

Mr. BLanprorp. But—— 

Mr. Youatem. In the preparation of brochures. 

Mr. Bianvrorp. But you justified paying for the Parsons report on 
the same basis. 

Mr. Youatem. The justification for retaining the engineering firm 
to perform the appraisal was for use in connection with the preparation 
of this report, which was required by the statute. 

Mr. Bianprorp. Wouldn't that include a brochure of each facility ? 

Mr. Youatem. No, it didn’t. 

Mr. Buanprorp. It could have, could it not? 

Mr. Yonatem. It could have, yes. 

Mr. Bianprorp. Then your argument is not tenable. 
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Mr. Youatem. No, I don’t think it is, because that would have put 
the Parsons retainer outside the statutory scope. 

Now, the other reason why this has not been done is that while 
it is true there has been talk about disposal, not since 1950, but since 
1945, as I recall it, that talk has never gone beyond the stage of talk. 

A great many changes have been taking place in these plants from 
month to month. These brochures and the operating data, if they 
are to be useful to a prospective purchaser, have to be current and it 
would have been an act of folly, I think, and of sheer waste to have 
processed with the preparation of documents when major construc- 
tion programs were in effect. 

Mr. Buanprorp. Well, I will go on to the next question, Mr. Yo- 
halem, if I may, with the chairman’s permission. 

Mr. Cravens. May I say one thing, Mr. Blandford. Regardless 
of the opinion as to what might have been done or what might not 
have been, we are facing a realistic situation. The information is 
there but is not collated. All I am interested in is having whoever 
is doing it at the proper time to get it there. Is that a clear statement ? 

Mr. meen. There is undoubtedly merit in that point. If 
when the people who are going to testify here, who are going to be 
interested purchasers, indicate they are not, at such time they certainly 
are qualified better than us to say so. 

Mr. Cravens. I should think they would be the best judges. 

Mr. Bianprorp. Absolutely. The next thing is this: 

Our bill calls for 10-percent downpayment, or $1 million on each 
facility. It may be too high. The objective, of course, was to keep 
out speculators. 

Mr. Cravens. I don’t feel too strongly. I would like business to 
speak on that. 

Mr. Buanprorp. That is the point. It is in there for exploration, 
to see how they would react to it. 

Mr. Cravens. As a businessman, it struck me it was a little burden- 
some. 

Mr. Bianprorp. It may be high, but the objective was to keep out 
speculators. 

Mr. Durnam. That is somewhat normal, that 10 percent, in busi- 
ness. But if you negotiated 5 years and a man had to put up 10 
percent, it would be different. That is the point. 

Mr. Cravens. Yes. It really goes back to the question—naturally 
anybody that bid is going to have their financing in pretty good 
shape. But how far they formalized it, to what extent a want to 
enter into their financing contract and borrow a substantial sum of 
money, is a question. 

I still think I would rather let industry say its piece on it. 

Mr. Bianprorp. That is another point. 

Mr. Cravens. Yes. 

Mr. Buianprorp. Now, the two-and-a-half-percent interest rate, 
which you say is wholly unrealistic, may well be. The only trouble 
is you recommend comparable loans and I don’t know of any loans 
that have been made on any synthetic rubber plants, so I don’t know 
what to use as a basis. 

Mr. Cravens. Well, that is not too difficult. At any time—I don’t 
know what date this would be, but from day to day, month to month— 
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this is a long term loan and you could tabulate over any 30, 60, 90- 
day period long-term loans in amounts somewhere near this and get 
right down to a tenth of one percent of what would be the average 
rate. 

Mr. Bianprorp. Well, that again, is—— 

Mr. Cravens. I don’t know how to state it. If there is any better 
way, fine. I don’t want to subsidize them, that is all. 

Mr. Bianprorp. If you think it is subsidized, believe me, it should 
be raised. 

Mr. Cravens. I really do. 

Mr. Bianprorp. Because that is the last thing we want to do. 

Mr. Cravens. It is much cheaper than the Government can borrow 
itself. 

Mr. Bianprorp. Well, we preferred that rather than giving every 
purchaser a different interest rate. 

Mr. Cravens. Lagree with you there. 

Mr. Bianprorp. Which was in the RFC recommended program. 

Mr. Cravens. I have in mind that whatever rate is established, 
for that time, should be applied to all sales. 

Mr. Branprorp. Well, then, we agree on that. And the percentage 
is inconsequential, except to the person who has to pay it. 

Mr. Cravens. Yes. 

Mr. Durnam. I should think you would have a guide, because most 
of them have securities on the market. 

Mr. Cravens. [I am sure there would be no problem in establishing 
the current rate at the time for that type of loan. 

Mr. Bianprorp. Now I would like to go into a much more signi- 
ficant point in your testimony and ask you, to start with: You object 
to selling this rubber that we have on hand when these plants are sold 
on a pro rata basis, a historical basis, more or less, which was the 
only thing we could think of as a fair method of doing it at the time. 

How do you operate today? Do you get firm estimates and firm 
orders from industry for rubber, and for how long a period? 

Mr. Cravens. Let me say this at the outset: On that point, I think 
I was as, well, indefinite as to what should be done as anybody. Mr. 
Yohalem’s arguments certainly convinced me that the position that 
had been taken in the RFC report was right. And I think I would 
like to ask him to speak on that. And then I will summarize in my 
opinion. 

Mr. Buanprorp. May I ask you first how you operate today? Do 
you take firm orders? Perhaps Mr. Kelly can answer that question. 

Do you get firm orders from industry? Does industry give you an 
advance order for X amount of tons, and is that order a firm order? 
Are they held to that order? 

Mr. Keiiy. On a month-to-month basis. 

Mr. Buanprorp. On a 30-day basis? 

Mr. Ketiy. Ona 30-day basis. The receipts for a particular month 
are received by us on or before the 12th of the month preceding. 

Mr. Bianprorp. That is rather unusual in business, is it not, a 30- 
day firm order on a subject of this nature ? 

Mr. Keiry. Those orders can be produced. That is, it doesn’t 
mean that if they order a thousand tons of rubber from us for a par- 
ticular month, that they can’t produce the amount of that order before 
actual shipment. 
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Mr. Buanprorp. No. 

Mr. Duruam. Couldn’t you dispose of this thing very easily by put- 
ting it in the stockpile, getting it out of the picture entirely and don’t 
have to worry about it? 

Mr. Bianprorp. The point about that, Mr. Durham, is there is 
bound to bea transition period here. The RFC report, which I thought 

yas extremely sound in this respect, recommended that we go all out 
for production just prior to the sale of these plants. And that is of 
particular importance to the small consumer. He has to be assured of 
a source of supply for 30, 60, or 90 days, something of that nature, 
the greatest amount possible. Now 100,000 tons, while it sounds in- 
consequential, is an awful lot of rubber. 

Mr. Cravens. That is right. 

Mr. Bianprorp. And 100,000 tons would make the difference be- 
tween chaos and a reasonable turnover to private industry. 

Mr. Duruam. That is your whole plan, is to keep that flowing into 
industry. 

Mr. Buanprorp. Yes, sir; during that period. 

Now, the only fair way: The RFC report recommended you sell 
the rubber to the purchaser of the facility. Well, that, in our opinion, 
immediately gave the purchaser of the facility a beautiful advantage 
over everybody else. We wanted to make sure that the consumer, 
small consumer, who didn’t buy a plant would be assured of a source 
of supply until he could find out what the competitive pattern was 
going to be. 

Mr. Youavem. May I address myself to this whole problem ? 

Mr. Cravens. All right. 

Mr. Youatem. Which I want to repeat, I think, is magnified out 
of its true proportions, because we are talking about something in the 
area of 100,000 tons of rubber, which is only about 15 percent of the 
normal annual consumption of synthetic rubber today. 

Now, you have to start with the premise that the Nation’s supply 
of synthetic rubber after disposal for some time to come is going to 
be furnished by the people who buy the plants. One solution to this— 
also, we are talking about a disposal plan which sells plants only. 

Now one solution to this might have been to simply provide that in 
selling a plant, you sell it with an adequate working inventory. Be- 
cause no man, no company, is going to want to buy a rubber plant 
and get it stripped of all rubber, stripped of all working materials, 
have to build up supplies of butadiene and styrene to that plant 

I mean, first you have the wasteful operation of taking the supplies 
out and then the wasteful operation of putting them back in again, 
and then sitting there with the plant for some days until he can build 
up an inventory. 

So that we would have provided and what would have, no doubt, 
not caused the raising of eyebrows would have been a provision that 
with the plant went an adequate working inventory. A reason for not 
doing that was that we didn’t want to encumber the Government with 
an obligation to provide an adequate working inventory if it couldn’t, 
if circumstances were such that it simply couldn’t assure an adequate 
working inventory in each plant. 

So there was this problem and how to solve it. 
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Now, you can start with the premise that in the long run in an 
event the small consumers of synthetic rubber are going to have to loo 
to these plant purchasers for their rubber. 

Number two, you have to start with the assumption that imme- 
diately after transfer there is bound o be a disorganized market in 
some degree for synthetic rubber. When private operators purchase, 
they may not choose to make the same types of rubber that the Gov- 
ernment has made. They may choose either to increase or decrease 
the number of formulations. 

What the price will be, one can’t say. It is quite possible, I think, 
that ra Hora you will have a disorganized price situation for syn- 
thetic rubber and consumers of rubber, small and large, will have to 
look in greater degree to natural rubber and reclaimed rubber as 
sources of supply for this interim period. 

In that disorganized state of the market, which I think it is fair to 
envisage—and I don’t think it should be overemphasized because I 
think it will be brief and I am not so sure that it will be particularly 
acute. But there will be disorder. In that disorder, to inject the ad- 
ditional complication of having the plant purchasers attempting to 
create a price level for their rubber to be sold to small consumers and 
having the Government selling rubber at a different price level will 
simply serve to further complicate and confuse that market. 

Now, it is no answer to say that the rubber that the Government has 
on hand should be sold at the going market rate for rubber, because, 
as I said before, we don’t know whether private operators will make 
precisely the same types of rubber that the Government is making. 
And in all likelihood, there will not be a public market, a market price, 
for the rubber which the Government has in its stocks. 

Moreover, if that market price happens to become elevated, the Gov- 
ernment will be accused of gouging if it prices its rubber at the same 
rate as the private producers do. 

Mr. Duruam. Well, the firm that buys that plant will certainly— 
he is a businessman. He is going to get into the production of rubber. 
That is what he has to sell. 

Mr. Youarem. That is right, but that takes time. 

Mr. Duruam. It looks to me that is way beyond anything that 
could happen, if you just carry all the protection. A man is certainly 
going to look after his supplies and everything. We can’t look after 
every pound and everything else that he will produce at the plant. 

Mr. Youatem. That is quite right. But what our proposal en- 
visages is that during that period when he is getting started up he 
will have some rubber to sell, namely, the rubber which the Govern- 
ment has on hand. 

Now, it is only for a very brief period and with a relatively small 
percentage of the rubber that we are dealing. 

Mr. Buanprorp. That is not a relatively small percentage, though, 
Mr. Yohalem—100,000 tons is an awful lot of rubber. 

Mr. Youatem. I said percentage. It is only 15 percent of 1 year’s 
use, 

Mr. Bianprorp. Only 15 percent. You only need 6 of those and you 
have 100 percent. 

I think you must bear in mind that the small consumer is involved 
in this thing. He wants to buy rubber some place during this transi- 
tion period. 
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Mr. Cravens. Mr. Blandford, I would like to address myself to that. 
I don’t know what the real answer to this problem is, but 1 remember 
very well, in operating a small and growing business, when rubber 
was rationed, and my company just couldn’t get any rubber, and the 
large companies got it. And then all they had to do is to slide off a 
few tons into the kind of thing that I produced and I was just losing 
my market. 

Rationing is no answer to a small and growing business, and believe 
me, I know it. 

Mr. Bianprorp. No. I also say it is no answer to sell the rubber 
to the people who are going to buy these plants, because then they have 
got the small-business man right by the neck. 

Mr. Cravens. If that isn’t the answer, we ought to find another 
one. 

Mr. Bianprorp. Well 

Mr. Cravens. I am trying to find the best way to take care of the 
small producer. 

Mr. Bianprorp. That is exactly what I am trying to do. 

Mr. Cravens. And I don’t think rationing is it. 

Mr. Bianprorp. It is not rationing. It is giving them the right 
to buy it on « pro rata basis. 

Mr. Cravens. Pro rata basis is rationing. Because you go back to 
this year’s operation and your little operation is a very small hump, 
you can’t grow a bit, your large competitor can take a little hump 
off his other thing and in your particular business just put you out 
of it. 

Mr. Bianprorp. Do you think it would be better to sell these plants, 
we will say, to 23 purchasers and let them control the 100,00 tons or 
to have it available for the 600 consumers of synthetic rubber ? 

Mr. Cravens. I am not too sure, except to this extent, that a large 
number of these purchasers are not integrated operations. They are 
going to be selling their product to the open market. I think they 
will be out looking to get their business lined up and lined up quickly. 
And their business is not to the big producers. Most of those will be 
in integrated operation. So they will be out kowtowing to the small 
business. 

Mr. Durnam. Set aside the 100,000 tons in a pool, to protect the little 
consumer. Sell it to them. 

Mr. Cravens. It is discretion of how that pool, then, is apportioned 
to the small consumer. I think the fellow that is going to have to 
depend on the smaller business, smaller rubber producer, for his fu- 
ture business—I think he is going to under a free competitive system 
take pretty good care. If Iam wrong, I would change my suggestion. 

Mr. Bianprorp. We both have the same objective. The point is 
exactly how you are going to it. 

Mr. Cravens. Yes. I did want to mention my own experience. 

Mr. Suarer. Mr. Doyle. 

Mr. Dorie. You mentioned 2 or 3 times the disorganized condition. 
About how long would that disorganized condition possibly exist in 
your judgment / 

Mr. Cravens. Mr. Yohalem, I believe, mentioned that. 

Mr. Doyte. Yes. 

I am directing my question to him. 

Mr. Cravens. He can answer. 
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Mr. Youatem. I can’t say in days, Mr. Doyle. I think it will be a 
matter of months before—I mean what one must envisage here is that 
as the plants are purchased, for example, each company will begin 
to trade-mark its rubber and try to establish a consumer demand for its 
rubber. Initially, when it just starts operations, I suppose that there 
will be some estimates made of prospective costs. 

They will know by that time what their feedstock is going to cost 
them. And they will try to set a pricing policy for that rubber. I 
would imagine that it would be a matter of months before that 
pricing either proves to be sound or too high or too low, either in - 
relation to costs or in relation to competition. I look forward to a 
period of maybe 8 to 6 months of difficult times, times when people 
simply don’t know what all the answers are. I don’t think it is a 
long-term problem. I think it is a short-term problem. 

Mr. Doyte. You mentioned that some of these purchasers might 
discontinue manufacturing the line that the plant had been manufac- 
turing. 

Mr. Youatem. That is right. 

Mr. Dorie. Of course, if many small purchasers from that plant 
depended upon the production of that plant under Government opera- 
tion and then were suddenly cut off from their supply, these small 
plants might well be put in jeopardy or even frozen out of business. 

Mr. Youatem. Well 

Mr. Doytx. Would it be practical to anticipate having a supply, in 
a given rubber content, manufactured by the Government while the 
Government still operated them and give notice to the small pur- 
chasers that they could purchase ahead ¢ 

Mr. Youatem. Well 

Mr. Doyte. An adequate supply to carry them over this disorgan- 
ized period ? 

Mr. Youarem. I think it is perfectly obvious and as a matter of 
fact, in the RFC report we state that once the disposal program gets 
under way there will be no need to give notice. Everybody will be on 
notice that there is going to be a radical change in the source of syn- 
thetic rubber. And one may assume that all farsighted businessmen 
fabricating rubber will try to anticipate their demands for a period 
of months after what they consider to be the likely disposal date. 

The difficulty with that is twofold. In the first place, nobody is 
going to be able to be certain, sure, that he knows just when the dis- 
posal date is so he knows from when to anticipate the demand. 

The other thing is that certain small businesses may not be in a 
financial position to put by the inventory which they are going to 
need for a period of months. In any event, to the extent that there 
should be that kind of forward buying, to a degree at least all you do 
is delay the date of uncertainty when that buying demand then comes 
into the market. 

Mr. Suarer. May I interpose here? Mr. Yohalem was not on sched- 
ule this morning, as a witness. 

We would like to get along on this, if you don’t mind. 

Mr. Blandford has some questions to ask Mr. Cravens. 

Mr. Buianprorp. I think we covered that question adequately. 

Mr. Cravens. Yes; we have. 

Mr. Bianprorp. There has to be a solution to it someplace. 

Mr. Cravens. That is right. 


Mr. Bianprorp. Technical competence to which you objected, Mr. 
Cravens, is a valid objection, I am sure, if you interpret technical 
competence the way you do. It is not a valid objection if you inter- 
pret technical competence the way we intended it. 

Mr. Cravens. Oh. 

Mr. Bianprorp. I think as you heard Mr. Shafer’s statement, it 
must be pointed out again and again and again that no present oper- 
ator has a vested interest in these plants. It might well be interpreted 
that way. The report can take care of that without any problem at all. 

Mr. Cravens. All right. 

Mr. Bianprorp. I think the solution will be, to answer one of your 
objections, that when you have two people each of whom have the 
technical competence, the high bid will decide who gets it, along with 
the other factors. 

Seetion 17 (2) that you object to is unfortunate wordage. IT had 
not in thinking about it with Mr. Shafer—we had not intended to 

ierce the corporate veil. But if we pierce the corporate veil, then 
lieve me the Shell Oil Co. may will be out in left field. 

Mr. Cravens. Well, I was thinking, too, of some people that have 
shown some strong interest for a broader base of bidders and one of 
those would—and a very fine company—have been excluded. So we 
both go to both types. 

Mr. Bianprorp. It is probably unfortunate wordage. IT also should 
have remembered my corporate law, that while corporations are per- 
sons they are not American citizens. 

Mr. Durnam. What page? 15? 

Mr. Buanprorp. Page 13 of the bill; yes, sir. 

Mr. DurnHam. Section 17 (6), you say, is restrictive and imprac- 
tical, because you are afraid the situation might change. 

Mr. Cravens. It is a fixed yardstick. 

Mr. Bianprorp. It may or may not. I think actually—I hope that 
the Munitions Board will direct themselves to that, because it 1s more 
of a national security problem than anything else. 

Mr. Cravens. I should like to have them do it. 

Mr. Bianprorp. And really we are looking for advice on it. 

Mr. Cravens. I didn’t think there would be so much 

Mr. Bianprorp. In my opinion, there is going to be so much demand 
for synthetic rubber that any figure you use is artificial. 

Mr. Cravens. Yes; we agree. 

Mr. Bianprorp. Now, the technical aspects that you refer to insofar 
as the Synthetic Rubber Act of 1948: I would be delighted to have 
them. There may be some that I am not familiar with and obviously 
they should be in the bill. That is where we can work in the joint 
cooperation with the executive agencies. If you will submit them to 
me I will appreciate it. 

Mr. Cravens. Very well. 

Mr. Buanprorp. I have no further questions, Mr. Chairman. 

Mr. Suarer. Any further questions? 

(No response. ) 

Mr. Buanprorp. Mr. Bates of the Munitions Board. 

Mr. Dore. I have this question, Mr. Chairman. 

Dating back in our discussion to the point of the relationship of the 
Attorney General and have him consider at a prior time whether or 
not there would be a violation of the antitrust law if, say, purchaser 
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X should acquire it, I would think that putting the Attorney General 
in that relationship to any program of this would be a very danger- 
ous thing. It would amount in my judgment, or it could amount, and 
does amount, in my judgment, to asking the Attorney General to de- 
cide in advance, possibly without knowing all the facts unless all the 
facts are very revealed to him, whether or not there would be a viola- 
tion of the antitrust law. 

I think we want to be very, very careful that we don’t ask the 
Attorney General to be put in that position. 

Mr. Suarer. We can go over that when we read the bill, Clyde. 

Mr. Doyie, I mention it only now because the head of the Depart- 
ment is here. 

Mr. Putter. Yes; I have the same feelings about that. You may 
be subsequently ousting the courts of the jurisdiction to pass upon 
the violation. 

Mr. Bianprorp. We discussed that a little earlier, Mr. Philbin and 
Mr. Doyle. Mr. Durham discussed it at length with Mr. Cravens on 
the question of what effect it has when the Attorney General says as 
far as he is concerned there is no violation now. That does not pre- 
clude him from saying that a slight change in the corporate setup such 
as the addition of a new director or the acquisition of a new business 
might not then involve him in an antitrust action. 

Mr. Core. Mr. Chairman, may I inquire whether it has been deter- 
mined judicially that the mere ownership of property constitutes a 
trust and a monopoly ? 

Mr. Buanprorp. No, sir, I am sure it hasn’t been. 

Mr. Corn. That is what you are saying. You are calling upon the 
Attorney Generay to say that if X company acquires this property it 
would not be a trust. 

Mr. Buanprorp. No, I said it would not be in violation of the anti- 
trust laws. 

Mr. Core. It can bea trust. 

What you are saying is it possible for him to say the mere owner- 
ship of property will determine whether it is in violation of the anti- 
trust laws or not. I don’t think he is in position to determine it. 

Mr. Bianprorp. Well, the mere ownership of property and the use 
to ele it is to be put could well create the possibility of an antitrust 
violation. 

Mr. Corr. The use would determine it. But the officers never. 

Mr. Buanprorp. That is what the bill requires, that when they bid 
they submit to the Commission what they intend to do with the plant. 

Mr. Core, And then if they carry out that intention, they will not 
be in violation ? 

Mr. Buanprorp. Well, at least they would have the blessings of the 
Attorney General up that point. 

Thereafter, they might well be in violation of the law. 

Mr. Cravens. Just that point, too. 

Mr. Suarer. Thank you very much, Mr. Cravens. 

Mr. Cravens. Thank you. 

Mr. Suarer. Mr, Frederick Bates, of the Munitions Board, is the 
next witness. 

You do not have a prepared statement ? 
“Mr. Bares. I have no prepared statement, Mr. Chairman. 
Mr. Swarer. All right. 
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Will you state your background for the benefit of the record, Mr. 
Bates / 

Mr. Bares. Frederick D. Bates, Jr. 

I am Chief of the Chemicals and Rubber Division of the Munitions 
Board, in the Office of the Secretary of Defense. 

I have with me Mr. Jack Stempler of the Office of Counsel, Office of 
the Secretary of Defense. 

Mr. Suarer. How long have you been in this position, Mr. Bates? 

Mr. Bares. I have been handling the Department of Defense in- 
terest in synthetic rubber since 1947. 

I am authorized to say that the Department of Defense agrees with 
the determination in section 2 of H. R. 5425, that disposal of the 
Government-owned rubber-producing facilities pursuant to the pro- 
visions of this act is consistent with national security. 

The Department of Defense has always agreed with the statement 
in the policy section of the Rubber Act that the development of a 
privately owned competitive synthetic rubber industry would promote 
national security, and we believe that this bill is well conceived to 
further that end. 

Mr. Bianprorp. It is the position, then, of the Department of De- 
fense that the disposal is sound at this time, you recommend disposal 
to private industry, and you feel that national security will be strength- 
ened by the sale of these plants to private industry ? 

Mr. Bares. That is correct, sir. 

Mr. Duruam. Did you have the advice of the National Security 
Council in reaching this decision ? 

Mr. Bares. No, sir. 

Mr. DurHam. You have not? 

Mr. Bares. No, sir. 

Mr. Durnam. Then you foresee at the present time no danger in the 
present emergency of cutting off the supply of rubber, putting us in 
the position like we found ourselves in 1940, speaking to us from the 
Defense Department ? 

Mr. Bates. That is correct, sir. 

Mr. DurHam. And you are representing the Secretary of Defense’s 
office ? 

Mr. Bares. Yes, sir. 

Mr. Pattern. Mr. Chairman. Does the Munitions Board join in 
your opinion as expressed here? Does the Munitions Board—have you 
consulted with the Munitions Board regarding the opinions that you 
have given the committee? 

Mr. Bates. That is correct. 

Mr. Swarer. He is speaking for the Munitions Board. 

Mr. Cour. Mr. Chairman. 

Mr. Suarer. Mr. Cole. 

Mr. Coir. May I inquire of the witness? 

I understood him to say that the Defense Department has always 
subscribed to the policy statements contained in the various rubber 
legislation. Up until this time, the policy statements on previous 
legislation has said national-security interests has required that the 
synthetic plants be owned by the Government. ; 

Now, it is proposed to express as a matter of policy just the opposite. 

Mr. Bates. Well, the policy statement—— 
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Mr. Core. I am inquiring what change the Defense Depertanient 
sees in the world that would justify a change in its attitude? 

Mr. Bares. The policy statement I was referring to, Mr. Cole, is 
that in the Rubber Act of 1948, which says in effect that national 
security—it is in the interest of national security that a free competi- 
tive synthetic-rubber industry be developed, and that these plants be 
disposed of to private industry when consistent with national security. 

Now, the determination of the Congress at all previous considera- 
tions of this question has been that it was not consistent with national 
security at that time to make this transfer. 

As I testified just now, the Department of Defense agrees with the 
determinaiton stated in this bill, that it is consistent with national 
security at this time. 

Mr. Core. Mr. Chairman, does the record show what change has 
occurred in the rubber-production picture in the last few years which 
would justify the Government now in giving consideration 

Mr. Suarer. I think the record will show that before we are 
finished. 

Mr. Coir. Will show. 

Mr. Durnam. May I ask a question, Mr. Chairman ? 

Mr. Suarer. Mr. Durham. 

Mr. Durnam. Are you satisfied at the present time of the national 
stockpile for defense purposes ¢ 

Mr. Bares. The stockpile objective for rubber is virtually com- 
pleted, sir. 

Mr. Duruam. You feel like it is adequate naitonal security. 

Mr. Bares. I feel that it is adequate, yes, sir. 

Mr. Price. Mr. Chairman. 

Mr. Suarer. Mr. Price. 

Mr. Price. The Munitions Board and the Defense Establishment 
have taken into consideration the present outer conditions in the 
world. 

Mr. Bares. That is correct, sir. 

Mr. Price. And they have a feeling that it would still be consistent 
with national security to dispose of these plants ? 

Mr. Bates. Yes, sir. 

Mr. Doytr. Mr. Chairman, may I ask the representative of the 
Department of Defense a question ? 

Mr. Suarer. Mr. Doyle. 

Mr. Doyte. As I see it, the burden is on your Department and the 
other departments interested and responsible for our national defense, 
to justify Congress in now being willing to sell these plants. Would 
you agree with me, that the burden is on the Department of Defense 
to justify the change in policy to Congress? 

fr. Bates. I think certainly that the Department of Defense 
should be questioned an that subject, yes, sir. 

Mr. Dorie. Well, I am stating to you I believe it is the burden of 
the Department of Defense to justify to Congress a change in policy, 
because our national security is involved. 

Mr. Bares. Yes, sir. 

Mr. Dorie. You agree with that? 

Mr. Bares. I would like to speak to that point, sir. 

Mr. Doyte. I am asking you to speak to that. 

Mr. Bares. Yes. 
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Mr. Dorie. Because to me very clearly it is your burden, and I 
want you to assume it and be responsible for it. 

Mr. Bares. Very good. 

The Department of Defense in previous considerations of this 
problem has supported the administration position that the synthetic- 
rubber plants should be made available for disposal in prior years. 
We have supported that position. 

However, the stipulations which were attached to that approval, 
particularly with regard to the necessity for the mandatory usage of 
synthetic rubber in order to support it against the competition with 
natural rubber—those stipulations were not satisfactory, or were never 
accepted by Congress. 

In other words, as the report of this committee showed, I believe on 
the last bill, it was considered that until such time as it had been clearly 
demonstrated that synthetic rubber could compete on its own feet 
with natural rubber, that there should no be any disposal. 

Now, it has been amply demonstrated for over a year that synthetic 
rubber can stand on its own feet. Therefore, there is not the necessity 
for mandatory controls. There are no mandatory controls proposed 
in this bill. That makes the whole program much more easy, much 
more acceptable all around. But there is no change in the policy of the 
Department of Defense with respect to their approving the concept 
of disposal to private industry. 

We were in favor of it at the time of the Steelman report. 

Mr. Doytr. In the interest of the national defense, is it essential 
in your judgment that there be a pilot plant maintained, even though 
these plants are disposed of to private industry ? 

Mr. Bates. You are referring tothe Akron Laboratory, sir? 

Mr. Doyie. I am referring to a pilot plant, whether it be the Akron 
plant or any other pilot plant. Is it essential in the interest of national 
defense of one being maintained ¢ 

Mr. Bares. It may be deemed wise some future consideration on 
that point, from the standpoint of military research, that such a plant 
be maintained. 

I would say definitely that it is not essential from the standpoint 
of national security that that plant or any other pilot plant be main- 
tained under Government ownership. 

Mr. Dorie. But at this time, you haven't given consideration, suf- 
ficient consideration, apparently, to give me a full answer to my ques- 
tion? Am I in error? 

Mr. Bares. As to what should be the ultimate disposal of the 

Mr. Doytr. No. As to whether or not there should be maintained 
a pilot plant owned and operated by the Government, even though we 
dispose of the present existing plants to private industry ? 

Mr. Bates. No, sir, I am not 

Mr. Snarer. We are trying to get the Government out of business. 

Mr. Bianprorp. Of course, Mr. Doyle, that is provided in the bill, 
that the research laboratory at Akron will be retained. 

Mr. Doyte. I know. But I am asking this expert witness what 
his judgment is, even though it is in the bill. 

Mr. Bares. I think, sir, it is a good provision. I am not prepared 
to say what the ultimate Department of Defense position would be on 
that score at a later date. I think I mention also, sir, that one of the 
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reasons of course that has always been in the background of Defense 
Department approval of disposal of these plants is that there are ade- 
quate provisions for national security. The national-security clause 
has always been considered an essential part of any disposal program. 

Mr. Puitein. Will there also be some guaranty that these facilities 
will be operated on as full a basis as necessary, to meet not only our 
civilian but also our national security needs ¢ 

Mr. Bares. That is certainly implied, I believe, or provided for. 

Mr. Durwam. Mr. Chairman, may I ask just one question there? 

Mr. Bates. Yes, sir. 

Mr. Putter. He hasn’t answered that other question. 

Mr. Durnam. Beg your pardon. 

Mr. Pury. There is a question pending. 

Mr. Sremeter. I think section 7 (h) provides—— 

Mr. Puivein. I mean what is your opinion about that. Do you 
think under the world condition at present if these plants and facili- 
ties are turned back to private iodentxy, in all contingencies—war, 
let us say—that there would be sufficient production to meet the 
needs of the national security ? 

Mr. Bares. That is correct. 

Mr. Puivstx. That is the opinion of your Board which you are 

Mr. Bates. That is correct, sir. 

Mr. Durwam. Mr. Chairman. 

Mr. Suarer. Mr. Durham. 

Mr. Durnam. You stated just a few minutes ago that the stockpile 
objective at the present time was about complete. May I ask, for the 
record, Is that a recent review and a determination, or was that de- 
termination made some time ago? 

Mr. Bates. Well, the objective for stockpile materials is constantly 
under review. The present objective received its last official review 
in the last calendar year. There has been no change in the objective 
for several years. It has been agreed upon by all interested Govern- 
ment agencies as being adequate and has been criticized by some as 
being too much. 

Mr. Puinei. Mr. Chairman, may I ask whether the distinguished 
gentleman from North Carolina is in agreement with the view that 
the present supply is more than we need / 

Mr. Durnam. Well 

Mr. Putter. The present stockpile supply. 

Mr. Durnam. I am not an expert witness. The only reason I am 
trying to determine is because we have had a stockpile objective here, 
and we reached it. That has been agreed on by the experts in the field 
and the experts in industry from time to time. 

What I want to know—of course, we review these constantly and 
change them. 

i want to know if it isa current decision. If it is, I think we are on 
safe ground. If it is 12 months or 2 years, I think it is a little too 
much. 

Mr. Philbin. 

Why IL asked the gentleman: I think all members of the committee 
agree that there is no greater expert on stockpiling on our committee 
and possibly in the country than he is. I was anxious to havé his 
opinion on the record, | 
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Mr. Suarer. Mr. Blandford. 


Mr. Bianprorv. Mr. Bates, would it be fair to summarize the posi- 
tion of the Department of Defense in this manner: 

(1) The stockpile objective has been achieved which 

Mr. Bares. It is not quite achieved, sir. 

Mr. Buanprorp. Well, for practical purposes it has been achieved. 

Mr. Bares. Yes, sir. 

Mr. Bianprorp. At least the amounts ordered and upon delivery 
will result in complete achievement of the stockpile objective. And 
that that satisfies the first part of the policy statement of the Rubber 
Act of 1948, that “It is the policy of athe United States there shall 
be maintained at all time in interest of the national security and com- 
mon defense, in addition to stockpiles of natural rubber,” and so forth, 
“a technologically advanced and rapidly expandible rubber producing 
industry in the United States, and the second part of the question is: 

It is the opinion of the Department of Defense that there is going to 
be a demand for synthetic rubber of such an amount that there will 
undoubtedly have to be expansion of existing facilities in order to 
satisfy the demand ¢ 

Mr. Bares. There I am dependent on the preduictions and estimates 
of the experts in the field, which I have no reason to disagree with, 
sir. But the Department of Defense, of course has not taken any or 
made any official statement on that score. However, it is my personal 
opinion that such expansion will certainly be necessary in the next 10 
years, 

Mr. Bianprorp. And, therefore, that we need no longer have the con- 
cern that we had in 1948 that it would be necessary to compel usage 
of synthetic rubber in order to maintain a synthetic-rubber industry 
in the United States? 

Mr. Barres. That is correct. 

Mr. BLanprorp. My point is that in 1948, the objective of this com- 
mittee was to pass an act which would compel the consumption of 
synthetic rubber in order to maintain an infant industry. The shoe 
is on the other foot now. 

Mr. Bares. That is right. 

Mr. BLanprorp. We have a demand now for synthetic rubber which 

robably over a period of years will far exceed present capacity. And 
industry is faced with this possibility: If the Government stays in 
the business, the Government will have to expand its facilities in order 
to supply the needed syntehtic rubber, and industry faced with the 
competition from government will not build their own facilities. 

Is that a fair assumption or a fair conclusion ? 

Mr. Bares. I believe so, sir. 

Mr. Buanprorp. And that on that basis the Department of Defense 
now recommends that we can now sell these plants to private industry 
and be secure in the knowledge that we will have a synthetic-rubber 
industry in the United States which will always be avaliable and will 
be rapidly expandible in times of emergency or war / 

Mr. Bares. It is obvious, from the present world demand for rubber 
and the world capacity for producing natural rubber, that there is 
a very large gap which must be met by synthetic rubber; and, in view 
of the fact that these plants would be sold only with the national- 
security clause, that security clause provides that that capacity will be 
maintained for any future national-security need. 
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In other words, we are not divesting ourselves of this country’s 
ability to produce synthetic rubber. 

; Mr. Duruam. Well, right on that point, there, Mr. Chairman, may 
say 
Mr. Suarer. Mr. Durham, 

Mr. Duruam. There is a provision requiring we have a cushion of 
400,000 tons. I would like to have your opinion of that section, of 
the production in the disposal of these plants. Do you think and 
believe we should have a cushion definitely on the basis of what you 
just said? Because this gap is going to go wider instead of diminish. 

Mr. Bares. That is correct. Assuming that this act will contain 
some figure, it is our opinion in the Department of Defense that this 
is perhaps a little low, this 400,000 tons of general-purpose synthetic 
rubber. It does not specify, as Mr. Blandford stated, that it is long 
tons or short tons. But our capacity, our active capacity for pro- 
ducing synthetic rubber prior to Korea, when the use of synthetic 
rubber in this country had reached a low point and some of the Gov- 
ernment plants had been shut down—at that time our active capacit 
was more than 400,000 long tons. So that, if we were asked to sk 
a minimum figure to insert in this section, we would recommend at 
least 450,000 long tons of general-purpose synthetic rubber and com- 
ponent materials. 

Mr. Durnam. That would be your recommendation, then, at the 
present time ? 

Mr. Bares. Yes, sir. 

Mr. Duruam. I think that is one of the best features of the whole 
bill from a national-security standpoint and for the protection of the 
smal]-business man and consumer here in America. 

Mr. Core. Mr. Chairman. 

Mr. Suarer. Mr. Cole. 

Mr. Corr. I would like to ask the witness a question. You speak 
for the Defense Department in appearing here today ? 

Mr. Bares. I do, sir. 

Mr. Coir. On this subject of the disposal of the rubber plants. Is 
it correct that it is the considered judgment of the Defense Depart- 
ment that this country now has “a technologically advanced and 
rapidly expandible rubber-producing industry of sufficient produc- 
tive capacity to assure the availability in times of national emergency 
of adequate supplies of synthetic rubber to meet the essential civilian, 
military, and naval needs of the country”? 

Mr. Bares. Yes, sir. We believe that a disposal program along the 
lines set forth in this bill would provide probably much more than 
the minimum required by the provision you just referred to. 

Mr. Bennert. Is that your personal belief as well ? 

Mr. Bares. That is my personal belief as well; yes, sir. 

Mr. Putter. Do you believe, in the event of war, 450,000—in the 
event of war and the cutting off of our natural rubber supplies, that 
450,000 long tons of rubber, of synthetic rubber, would be adequate 
to serve all our needs, as referred to by the gentleman from New York? 

Mr. Bares. No, sir: it would not. This bill provides, as you know, 
for whatever synthetic-rubber plants are not sold to be transferred 
to the national industrial reserve or to whatever other Government 
agency the President determines. 
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So we are counting as a part of our overall package here the retention 
in Government hands—we are counting on the potential availability 
of all of our present Government-owned synthetic rubber plants. 
Those that are sold to industry will be continued under the national- 
security clause. 

Those that are not sold will be in a Government reserve program 
maintained in adequate standby conditon, whereby they can be re- 
activated promptly. 

Mr. Puisryn. What if the natural-rubber supply were cut, what 
would our total requirements of rubber production be, in the estimate 
of the Department ¢ 

Mr. Bares. Well, the cutting off of rubber would not reduce our 
requirements any. 

Mr. Putten. You may not have those figures available offhand, 
but I would like very much to have them. 

Mr. Bares. All right. 

Mr. DurHam. What is the total production today in the synthetic 
plants today, Government owned and privately owned / 

Mr. Bares. Our present national requirements for rubber are about 
1,250,000 to 1,300,000 long tons a year. 

Mr. Pumpin. That includes both natural and synthetic / 

Mr. Bares. That is natural and synthetic; yes, sir. 

Mr. Puisrn. Well, 450,000 long tons would by no means give us 
an adequate supply. 

Mr. Bares. That is correct. That 450,000 long tons I mentioned 
as a minimum figure to act 2s an expandible nucleus. Now, obviously, 
if the plants were to be sold today, it would be unthinkable for the 
Government to sell the plants under the terms of this bill, where as 
a result of selling only 450,000 long tons there would be another 
450,000 long tons or so of capacity which would be prohibited from 
being operated. 

Mr. DurHam. What production rate did we reach at the peak of 
production? Wasn’t it about 800,000 long tons? 

Mr. Buanprorp. About a million. 

Mr. Bates. During World War II, sir? 

Mr. DurHam. Yes. 

Mr. Bates. It was in that neighborhood. 

Mr. DurHam. What is the production at the present time of the 
synthetic rubber in this country? Can you give us those figures, 


an 

Mr. LANDFoRD. 807,000 tons was the total production of synthetic 
rubber in the United States, including privately owned and Govern- 
ment owned. 

Mr. Durnam. That is 1953? 

Mr. Bianprorp. 1952, the total production, I think, was 807,000. 

Mr. Durnam. Fifty-two. 

Mr. Puitein. Then what was the total usage of natural rubber ? 

Mr. Buanprorp. The total new rubber consumption was approxi- 
mately 1,225,000 tons, if I am not mistaken. In that neighborhood. 

Mr. Bares. Natural? 

Mr. Bianprorp. No; total rubber consumption. 

Mr. Bates. Yes. 

Mr. Puitern. Total natural and synthetic. 
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Mr. Bianprorp. Yes; that was total natural and synthetic. 

Mr. Bares. Yes. 

Mr. Purmsix. Why do you think private industry in the event of 
war would be able to expand and develop this industry better than 
the Government ? 

Mr. Bares. I don’t believe they would, sir. I just believe that under 
the terms—under a good disposal program, if you have some of your 
plants held by the Government in standby and the need arises Trom 
the national emergency situation standpoint, they can be quickly reacti- 
vated by the Government, with the help of contractors from industry. 

Mr. Doyie. Mr. Chairman, may I ask 

Mr. Suarer. Mr. Doyle. 

Mr. Doyie. I just now again notice your language that if need 
arises from the national emergency standpoint, we will have these 
standby plants. 

Now, the purport of my question to you before was that—I assumed 
in asking my question that you would understand that I was asking 
you ultimately whether or not there could be a national emergency 
enter the field again whereby our national security would not be pro- 
tected by virtue of private ownership. 

Now, another reason, Mr. Chairman, that—I didn’t have time to 
ask Mr. Cravens this question, but it bears right on your testimony 
just now and I wish iohave it in the record. 

Mr. Cravens’ statement on page 2 says this: 

For the same reason the principle of the Congress having the final look at the 
overall disposal program as a condition precedent to the sales becoming final 
should be preserved. This last principle should be preserved, moreover, for the 
additional reasons— 
and this is the language next following, which I wish to call to the 
witness’ attention— 
that if an emergency should arise, Congress would thereby be in a position to 
prevent disposal even at the last minute. 

Now, that worries me, Mr. Witness. You used the same language, 
“in the event of a national emergency,” that Mr. Cravens used in his 
written statement. In other words, both of you make allowance for 
the possibility of a national emergency occurring which would re- 
quire the operation of Government plants, do you not ? 

Mr. Bares. That is correct. In other words, sir, obviously if our 
supplies of rubber were cut off from the Far East, whether it was a 
full-scale emergency or just some local political conditions or failure 
of the industry over there for some reason or other to produce, that 
would create an upset condition in the requirements for rubber. 

This bill oe that any plants that are not sold will be available 
to meet such emergencies. 

Now it would be my hope that under such a bill as this virtually 
all of our synthetic rubber plants would be sold to private industry. 
Then the question of having them in standby would not be pertinent. 

Mr. Doytr. Why couldn’t you then depend upon the supply of 
private industry to meet our national needs? 

Mr. Bares. That is just what we would do, sir. 

Mr. Dore. In other words, that is what you would have to do? 

Mr. Barres. Correct. 
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Mr. Doyir. Yet you. in your testimony, and Mr. Cravens both make 
reservation, that in the event of a national emergency you would have 
Government plants standing by, or should. 

Mr. Bares. That is only in the event that the industry does not 
choose to buy all of the plants that are available. And there are cer- 
tain butadiene facilities which are as economical to operate as others. 
That is unlikely or less likely that they will be sold as compared to 
the lower cost butadiene facilities. 

Mr. Dorie. Thank you very much, Mr. Bates. We appreciate your 
coming up. 

Mr. No further witnesses. 

Mr. Suarer. The committee will recess until tomorrow morning 
at 10 o’clock. 

(Whereupon, at 12 noon, Wednesday, June 3, 1953, the subcom- 
mittee was adjourned to Thursday, June 4, 1953, at 10 a. m.) 


House or Represenratives, 
No. 1 or THE 
CoMMITTEE ON ARMED SERVICES, 

Washington, C., Thursday, June 4, 1952. 

The subcommittee met at 10 a. m., the Honorable Paul W. Shafer, 
chairman of the subcommittee, presiding. 

Mr. Suarer. The committee will come to order. 

The first witness scheduled for today is someone from the Depart- 
ment of Justice. 

Will you come forward ¢ 

Mr. Barnes. Stanley N. Barnes, Assistant Attorney General in 
charge of antitrust. 

Mr. Suarer. Glad to have you, Mr. Barnes. 

Mr. Barnes. Thank you. 

1 presume, Mr. Chairman, you desire the general recommendation 
of the Department of Justice and then any specific remarks that I 
care to make ¢ 

Mr. Srarrr. That is right. 

Mr. Barnes. Whether legislation designed to dispose of the Gov- 
ernment-owned rubber facilities should be submitted to the Congress 
at this time involves a question of policy concerning which this Depart- 
ment prefers to make no recommendation. It is believed, however, 
that the bill as presently drafted should receive further consideration 
in certain respects. 

I desire to point out five material matters in which we are interested. 

1. In section 7 (G), the bill provides that the commission in con- 
ducting negotiation with bidders for the sale of rubber facilities shall, 
after consultation with and upon the advice of the Attorney General, 
determine the sales which will best provide for fair and effective 
competition in the production and marketing of synthetic rubber and 
its component materials. 

The Department, of course, has no quarrel with the theory under- 
lying that language. It points out, however, that that language does 
not conform to other language which has been used for similar pur- 
poses in other bills and which has been interpreted by the courts so 
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that it gives a more certain meaning as far as the enforcement of the 
antitrust laws are concerned. 

We refer particularly, as language that has been so interpreted by 
the courts, to section 207 of the Federal Property and Administrative 
tive Services Act of 1949, which says the same thing in perhaps a 
differenit manner, but which indicates that the sales—the aco 
General should determine the sales will, and this is the language 
suggest : “not tend to create or maintain a situation inconsistent with 
antitrust laws.” 

There are two other portions of section 207 of the Federal Property 
and Administrative Services Act of 1949 which we believe might 
well be included within section 7 (G) : The portion of that section 207 
which places a duty upon the commission to supply the Attorney 
General with such information as the Attorney General determines 
to be appropaiate, and likewise specifies a definite period of time 
within which to consult and advise with respect to the dispositions 
of the property. 

The requirement to give information and the definite period of time 
are missing from the present bill and we believe should be included, 
if that is proper. 

Mr. Buanprorp. May I ask, Mr. Chairman, at this point—— 

Mr. Suarer. Mr. Blandford. 

Mr. Buanprorp. What specific time you have reference to, Mr. 
Barnes 

Mr. Barnes. We are not concerned about any specific time, as long 
as there is a specific time mentioned. 

Mr. Bianprorp. Well 

Mr. Barnes. I can’t tell you the time specified in 207, but that 
would be entirely proper. 

Mr. Buanprorp. Well, my only point: In trying to amend this to 
meet your objections, it is obvious that the negotiation period is a 
4-month period here which can be extended by 90 days in conjunction 
with the remainder of the bill. 

Now, what specific time period would the Department of Justice 
refer to? Do you mean that you want additional time over and 
above the negotiation period, or time within the negotiation period ? 

Mr. Barnes. We want a time after the Attorney General is re- 
quested to give his consent and approval. I have not in mind the 
exact provisions of section 207 of the Federal Property and Adminis- 
trative Act. 

Mr. Bianprorp. Well, what I am trying to get at is why that can’t 
be done during the negotiation period. 

Mr. Barnes. It can be done, as long as we have a period after 
the time that the Attorney General is requested to give his consent. 

Mr. Buanprorp. Well, first of all, you negotiate and then consult 
with the Attorney General ? 

Mr. Barnes. Yes. 


Mr. Buanprorp. Then the Attorney General comes to a decision ? 

Mr. Barnes. That is right. 

Mr. Bianprorp. Then the Attorney General wants an additional 
period of time to review his decision ? 

Mr. Barnes. No. The Attorney General wants a definite period of 
time in which he is committed to come to a conclusion with regard to 
the proposed disposition. After he receives the information, that is. 
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You may negotiate, as I understand it, for a period of 90 days, but 
I don’t know when the Attorney General is required to be in on those 
negotiations. 

r. Buanprorp. I would assume they couldn’t even be submitted 
to the Congress until after negotiations and until after there has 
been consultation with the Attorney General. 

Mr. Barnes. I would assume that. 

Mr. Bianprorp. And yet there is only a 4 months’ negotiation 
period, plus a 90-day possible extension by the President, and then 
within 30 days the commission must submit its report to the Congress ; 
isn’t that a specific time period / 

Mr. Barnes. Well, is there any requirement as to when the Attorney 
General must be called into these negotiations? I know of none. 

Mr. Bianprorp. No. It is just a condition precedent to the pres- 
entation of the report. 

Mr. Barnes. That is right. Suppose it comes up the last day of 
the 90-day period. The Attorney General doesn’t want to be called 
in at the Just minute, and say “We want an opinion.” 

Mr. Buanprorp. Oh, you want a time limit within the + months’ 
period ¢ 

Mr. Barnes. Yes. 

Mr. Bianpronp. When these must be presented to the Attorney 
General ¢ 

Mr. Barnes. Yes: so he has some time schedule he can rely upon. 

Mr. Bianprorp. Would you say a 30-day period is sufficient ? 

Mr. Barnes. I would think so. 

Mr. Buanprorp. Fine. 

Mr. Barnes. It should be noted, I think, in connection with the sug- 
gestion just made, the first suggestion we just made, that sections 8 
and 9 (E) do use the language which we suggest should be used in 
7 (G). That language in § and 9 (E) follows the language of section 
207 of the Federal Property and Administrative Services Act, so I 
am sure you would have no objection to a similar reference to anti- 
trust laws in 8 and 9 (E). 

The second matter is that section 7 (K) provides RFC with au- 
thority to offer for sale to prior consumers on a pro rata basis deter- 
mined by previous purchases during fiscal 1953. 

We believe that this opens, or this provision appears open to sub- 
stantially the same objection from an antitrust point of view as was 
a similar provision in the earlier proposed bill, and that such proce- 
dure is contrary to the competitive purposes enunciated in section 2 
of both the Rubber Act and this subject bill. 

Consumers of synthetic rubber and component materials other 
than those who purchase materials in 1953 would be deprived of an 
opportunity to bid upon and purchase such stock. Now if that is the 
purpose of the act, to eliminate such bidders, it should be so stated, 
so that there is no question but that that is the purpose. 

Mr. Buanprorp. No. The purpose is to make available rubber dur- 
ing a transition period. There may be a period of unknown length at 
this time, but probably a relatively short period of time, when some 
of the plants will be modified in some way. 

There may be some reduction or may not be any production for a 
period of a few weeks, or perhaps a couple of months. The idea, of 
course, is to produce as much synthetic rubber as possible before that 
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transfer period, and then make it possible for the consumers, and 
particularly the small consumers, to purchase rubber, 

Now any fair way of doing it, of course, and any improvement over 
this language would be more than welcome. But the historical basis 
was something that was chosen because the Government has been 
using that basis for some 20 or 30—well, for a long period of time. 

You will recall the Department of Commerce, in the Office of Inter- 
national Trade, uses the historical basis, or did use the historical basis 
in exports from this country. 

Mr. Barnes. I think it would be dependent upon the specific prob- 
lem as to whether or not the language thus used would eliminate any 
individual or corporation that might desire to bid, but who had not 
made a bid during 1955. 

Mr. Bianprorp. You are worried about the newcomer in the rubber 
business ? 

Mr. Barnes. That is right. I am not worried about him. I am 
pointing out he is eliminated from the a 

Mr. Buanprorp. The simple way would be to put this up to the 
highest bidder ¢ 

Mr. Barnes. I would think so. The language that now exists elim- 
inates a possible highest bid. 

Mr. BLanprorp. Yes, there is no question about that. 

Mr. Barnes. Yes. The same objection holds to the provisions of 
7 (K) with regard to the component materials. It calls for a sale to 
purchasers at the then existing rate, which would eliminate any ques- 
tion of competitive bidding. 

Third, section 16 of the bill provides that the Commission shall use 
asa basis for negotiating the sale of each facility the highest bid sub- 
mitted for each facility if, in the opinion of the Commission, the high 
bid was submitted by a party competent to operate a synthetic rubber 
facility. 

Then the criteria to be used by the Commission in arriving at such 
reconunendation are listed in section 17. 

There is a possibiltiy that such a requirement might be used as a 
means of declaring ineligible as plant purchasers all but those com- 
panies who are presently operating the synthetic rubber facilities for 
the Government. The same point in a different manner, expressed in 
a different way. 

Mr. Bianprorp. That was discussed at length yesterday with the 
RFC and, of course, the chairman’s opening statement indicated that 
no one, no present operator, had a vested interest. The technical 
competence language is to prevent speculators from entering the field 
and also, since the primary responsibility of the Congress is national 
security, to make sure that whoever purchases the plants at least has 
the know-how to operate them. 

Mr. Barnes. I can readily understand from a business standpoint 
how that might be more important to the Government than to continue 
the present policy of antitrust laws, but we are pointing out that that 
is a possible elimination of bidders. 

Now it may be your desire to do it. Maybe you don’t. 

Mr. Bianprorp. What would you suggest as an alternative, Mr. 
Barnes ¢ 

Mr. Barnes. I have no suggestion as to that. Iam merely pointing 
that up. The prior consumer—the language “to prior consumers at 
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the then existing rate” does not constitute comspatitirn bidding and 
that those presently operating the synthetic rubber facilities for the 
Government does limit the class of purchasers. ; 

Mr. Bianprorp. Well, now, that does, yes. But where in the bill 
does it say that 4 

Mr. Barnes. Where you 

Mr. Buanprorp. You are interpreting it. 

Mr. Barnes. I am assuming that those in authority may or might 
rule in their judgment that technical competence necessary to operate 
a synthetic rubber facility must have been demonstrated by a prior 
running of that facility. 

it might very readily be the position taken that you could not prove 
a competence, a technical competence to operate a synthetic-rubber 
facility if you had nothing except paper, if you had no plant in opera- 
tion. 

Mr. Buanprorp, Of course, that is not the purpose. 

Mr. Barnes. I understand 

Mr. Buanprorp. As indicated. 

Mr. Barnes. Thoroughly. 

Mr. Buanprorp, And if you suggest something that will assure the 
American people that the purchasers will be capable of running a 
plant and at the same time avoid any possible charge that this is going 
to be based upon demonstrated ability, I know that the committee 
would welcome such a suggestion. 

Mr. Barnes. I am speaking off the cuff, but I would suggest that if 
you desired to cover that situation, you might make it clear that prior 
experience in the operation of synthetic-rubber facilities is not neces- 
sarily a prerequisite for bidding for such facilities. 

Mr. Bianprorp. That would satisfy your point / 

Mr. Barnes. I would think so. 

Mr. Buanprorp. Good. 

Mr. Barnes. Fourth, whether the provisions of section 7 (D) of the 
bill requiring 10 percent of the gross bid, not exceeding 1 million for 
each facility, is the necessary and essential minimum is a question of 
policy for you gentlemen to decide. 

We merely point out in contrast to the 1 percent, 100,000 figure pre- 
viously proposed in the earlier proposed bill. 

Fifth. Section 3 (A), and that is a relatively minor matter 

Mr. BLanprorp. You refer, Mr. Barnes, to another bill? 

Mr. Barnes. Earlier proposed bill, upon which we made our recom- 
mendations. 

Mr. Bianprorp. Well, I don’t want the record to indicate that there 
is another bill or that the administration has submitted a bill, be- 
cause it has not. There was a drafting 

Mr. Barnes. I will accept that statement. Proposed bill is what 
I should have said, if I didn’t say it. 

Section 3 (A) prohibits the appointment of persons as members of 
the Commission who are employed or receive a substantial part of 
their income from rubber, petroleum, or other phases of chemical in- 
dustry. Thus a person who receives a portion of his income from 
these industries may be eligible to serve as a commissioner. Though 
primarily not an antitrust problem, this may raise questions under 
conflict-of-interest statutes which are epitomized by some of the re- 
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cent rulings on interlocking directorates and carrying water on both 
shoulders. 

Mr. Bianprorp. The problem there, of course, was to -find -an 
American citizen who didn’t have a share of stock in a petroleum 
company, or a rubber company, or a chemical company. 

Mr. Barnes. I understand. 

Mr. Buanprorp. It is a little difficult to find. 

Mr. Barnes. I understand the technical problem. TI said it was a 
minor objection that we were pointing out. Those are the reasons why 
the Department of Justice opposes the enactment of the present bill 
in its present form. 

Mr. Buianprorp. In other words, you favor the drafting of the pres- 
ent bill with those exceptions / ; 

Mr. Barnes. I stated to begin with, we believe this is a matter of 
policy upon which the Department of Justice should express no feel- 
ing one way or the other. 

Mr. Buanprorp. As far as the draftmanship is coneerned, with 
those exceptions you favor the bill? 

Mr. Barnes. That is correct, as far as draftsmanship is concerned, 
we see no objection. 

Mr. Suarer. Any questions? 

Mr. Doyte. Mr. Chairman. 

Mr. Suarer. Mr. Doyle. 

Mr. Doyte. I wish to say that I am very happy, indeed, to see this 
distinguished and able jurist from my State of California here in 
charge of this Antitrust Division. It was my pleasure, Judge Barnes, 
as you remember, to practice in your court. 

Mr. Barnes. Yes, indeed, I remember. 

Mr. Doyte. In Los Angeles, and I am pleased, indeed, to just state 
for the record that in addition to all = factors, it is a personal 
yer to hear your testimony this morning and advising us on this 

ill. 

Mr. Barnes. Thank you, Mr. Doyle. 

Mr. Doyte. I am sure the Government is very fortunate to have 
you where you are, willing to give up your private life and the ad- 
vantages out there in California and come here. 

Mr. Suarer. Well, that is a good chamber of commerce talk. 

Mr. Barnes. Yes, it was. 

Mr. Suarer. Thank you very much, Judge Barnes. 

Mr. Doyte. Mr. Chairman. If I might ask the distinguished jurist 
this question : 

On yesterday, Judge Barnes, Mr. Cravens, the Administrator of 
RFC, on page 2 of his statement—I don’t know as you have had the 
benefit of seeing it. 

Mr. Barnes. I have not. 

Mr. Doytx. But I can just briefly read you this, and then ask you 
one question about it. [Reading :] 


I am constrained to think that relatively there will be few bidders unless the 
definitive legislation provides bidders with adequate protection against the possi- 
bility of being required at a subsequent date to defend their purchases against 
the allegations or charges of another branch of Government. I, of course, refer 
to the application of the antitrust and related laws to the acquisition of facilities 
by those enterprises of the kind which logically at this distance would seem to be 
most likely bidders. 
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Now, I realize, Judge, it is not exactly fair to ask you to analyze 
that statement without your having ever read it because it deals, L 
think, with one of the fundamental problems we are concerned with, 
as well as your department will be concerned with. 

But what concerns me amongst other things in that connection is, 
as I stated yesterday : I hesitated to anticipate that the Antitrust Divi- 
sion, Department of Justice, migh in any manner be asked to be 
allowed to be put in the position where it was giving a prior opinion 
previous to the consumation of a deal for the purchase of any plant 
whereby they would be asked to assure a prospective bidder or a bidder 
that they would not be prosecuted under the Antitrust Act. 

I raise this question now, again, because you are the head of that 
important Division of the Department of Justice. Do you see any 
danger in that regard, or to what extent, for instance, would your 
Department be legally approachable in being asked to give some 
decision in advance as to whether or not the purchase of another plant 
or several of these plants by a bidder would be construed at any later 
date or would not be construed—perhaps that is the better way to 
put it—as a violation of the antitrust laws? 

Mr. Barnes. Well, very obviously, the Department, although I 
haven’t had an opportunity to know of all of its policies, become 
familiar with all its policies, is very careful, very chary of giving an 
blanket endorsement, prior to the consumation of any act, that it will 
not constitute a violation of the antitrust law. 

We do give certain railroad releases, so-called, but they relate only to 
criminal prosecution, and are hedged with reservations. 

The factual situation here is unknown to me. I surmise that. the 

robabilities are that the individual corporations who are now engaged 
in this type of business will be the most likely bidders for the Govern- 
ment plants. 

We are obviously endeavoring by this—the proponents of the bill 
are obviously endeavoring to obtain the consent, or approval of the 
Attorney Genera] as to any particular transaction. 

I think that it would be within the policy of the Antitrust Division 
of the Department of Justice to express an opinion as to an individual 
proposed sale without, of course, committing myself in any manner as 
to how the businesses were operated subsequent to the time of the sale. 

I take it, however, that this Commission would not necessarilv be 
required to follow the Attorney General’s recommendation or advice. 
Now, that is a matter of policy for you gentlemen to determine upon. 
If you desire to have a situation where the Attorney General advises 
pe it would conflict with antitrust laws in his opinion, but neverthe- 
ess, the power should lie in the Commission, if that be your decision, 
that is a matter upon which we again express no opinion. 

That is a matter for your branch of the Government to determine. 
If you want to eliminate the entire industry, that is a matter for you 
to determine. 

= BuianprorD. May I say something in that respect, Mr. Chair- 
man 
Mr. Suarer. Mr. Blandford. 
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Mr. Buanprorp. Anticipating that remote possibility, the bill also 
provides that the Commission shall submit a report to the Congress 
and in that report you will note— 
to the extent requested by the Attorney General, the report shall transmit his 
advice concerning the sales which are proposed. 

Mr. Barnes. That is correct. 

Mr. BuaNnprorp. If you have any objection—— 

Mr. Barnes. No, I think that isa very wholesome provision. 

Mr. Bianprorp. What I mean: If you have objection and the Com- 
mission overrides your objection, the Congress will know about it. 

Mr. Barnes. That is correct. 

Mr. Branprorp. I mean give you the benefit of that provision. 

Mr. Barnes. But I point out that if Congress does act contrary to 
the Attorney General’s recommendation, that, of course, is their privi- 
lege, and they must know about it under the provisions of the bill. 

Mr. Brianprorp. That is right. 

Mr. Doytr. May Task you one further question, Judge? 

IT presume, then, that any factual—I withdraw that. 

T presume, then, that any submission of the factual situation to your 
department by a proposed bidder or by a bidder must necessarily be 
based upon the premise that all facts which possibly could be material 
must be fully disclosed to your department in any statement for which 
you might be asked a clearance, so-called ¢ 

Mr. Barnes. That is correct, and that is one of the reasons why we 
emphasized under the first objection to section 7 (G) that it did not 
contain the language we thought best; secondly, that it did not place 
upon the Commission the duty to supply the Attorney General with 
such information as he desired; and, thirdly, did not set up this 
definite period of time. 

Mr. Dorie. Thank you very much. 

Thank you, Mr. Chairman. 

Mr. Suarer. Any further questions? 

(No response. ) 

Mr. Suarer. Thank you very much, Judge Barnes. 

Mr. Suarer. Mr. Irving Gumbel, General Services Administration ; 
Mr. Casto, George Casto; and Bryon Harding. 

Mr. Gumpert. I am Mr. Gumbel. 

Mr. Srarer. You have a prepared statement, Mr. Gumbel? 

Mr. Gumpert. No, Mr. Chairman. I have some comments to make. 
First I would like to express the Administrator’s regret that he could 
not be present in person, but he is out of the city on a trip. 

We have reviewed this bill and I would like to say, in the first place, 
that we are heartily in agreement with the objective of the bill and. 
in general, with its terms and provisions. 

We have a few comments to make of a general nature and then a 
few suggestions as to the actual provisions. 

We would like to suggest that in connection with the administra- 
tion of the disposal program that it might, in the interest of both 
economy and of saving of time, to place that in the hands of a perma- 
nent Government agency, rather than a commission, and have the 
commission serve in an advisory capacity, which would eliminate the 
necessity for them to get together a staff and organize themselves, 
and so on, and so forth. 
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In that connection, of course, there is no question that the RFC 
would be the Government agency most qualified to carry on the dis- 
posal, except there is a bill in Congress to terminate the existence of 
the RFC, and in that case we would like to have the Congress con- 
sider the qualifications of the General Services Administration, which 
is the Government agency normally entrusted with the disposal of 
Government property. 

In any ease, we would like to urge that there be no change during 
the program, that is to say, that the RFC should not begin the program 
if it was not going to continue long enough to complete it. 

Mr. Srarer. I sort of agree with you on that. 

Mr. Gumpe.. Another point that has caused us some concern is that 
there is apparently no provision in this bill to protect the interests of 
the consumers who will not be purchasers of plants. That is one 
phase of the monopoly situation which isn’t covered by the laws, but 
we have often found has been a serious difficulty. For instance, in 
connection with the aluminum expansion program, we have had to 
put—we felt it necessary to place in the contracts the provision 
whereby consumers, sinal] consumers, would be enabled to obtain the 
aluminum. 

And at a suitable place, when we consider the provisions of the bill, 
I might have some suggestions to make on that. 

Mr. Suarer. Do you have any suggestions / 

Mr. Gumpert. Yes. 

Mr. Suarer. What are they? 

Mr. Gumpe. We don’t think that the bill should actually put in the 
provisions of such an agreement between the purchasers and the 
Government, but it should be treated in general terms so that the dis- 
posal agency will not overlook that important factor. 

Mr. Bianprorp. Mr. Chairman, if I may ask 

Mr. Suarer. Mr. Blandford. 

Mr. Bianprorp. How would you interpret the language 
bids shall be in writing and shall contain, among other things, the arrangements 
or plans, formal or informal, for the supply of feedstock to, and the disposition 
of, the end product of the respective facilities proposed to be purchased. 

Wouldn't that indicate that they would have at least to say where 
they are going to sell their product? 

Mr. Gumpert. Yes, but I would make it a little stronger, sir, if I 
might suggest. For instance, it might be one of the criteria that the 
disposal agency would have to consider. 

Mr. Bianprorp. The bid, of course, will be in writing, and couldn’t 
that become part of the contract ? 

Mr. Gumper. Well, yes, it could. I mentioned it just so it wouldn’t 
be overlooked. 

Mr. Bianprorp. Of course, our reaction is that it hasn’t been over- 
looked. 

Mr. Gumpert. I see. 

Another thing is that I am afraid, while we sympathize greatly with 
the desire to speed this disposal up as much as possible and get it over, 
because we do think that this is an ideal time to effect disposition of 
the synthetic rubber plants, we do think that possibly your time sched- 
ule is a little bit too tight. We have had a good deal of experience 
im ror rom. of plants of this nature and it takes a good deal more 
time than is generally realized. 
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Mr. Buanprorp. I think it took the Government 15 months to sell 
one styrene plant ? 

Mr. Gumpev. That is right, sir. 

Mr. BuanpForp. And it would seem that ibly one of the reasons 
was because the Government agency was handling it. There is al- 
ways a natural reluctance, perhaps, on the part of many Government 
agencies, to not make a decision until they have consulted with another 
agency, who, in turn, won’t make a decision until they in turn have 
consulted with another agency. 

The RFC disposal indicated that there would be a minimum period 
of 15 months for disposal. This bill envisions the possibility of dis- 
posal being an accomplished fact by March 31, 1954, understanding, 
of course, that the Synthetic Rubber Act itself can be extended, if it 1s 
necessary, or if it is necessary to extend this negotiating period. 

_But this is not a brand-new subject and it is not even similar to the 
disposal of the plants in 1946, or 1947. Actually, it is not even similar 
to your attempts to sell the magnesium plants. There doesn’t seem 
to be the compulsion for delay that might have been attendant upon 
the sales of other Government facilities. 

Mr. Gumset. Well, one reason—one cause of the delay we had in 
1945, was not so much due to the inability of the Government to make 
up % mind, but from the inability of the purchasers to make up their 
minds. 

Mr. Buanprorp. That is exactly it. I don’t think the purchasers, 
prospective purchasers in this particular case are going to be reluc- 
tant to submit a bid. I don’t believe you sold the plants on a bid 
basis, did you ? 

Mr. Gumpet. Yes, sir. 

Mr. Branprorp. Was it a high-bid basis? 

Mr. Gumset. Well, a high bid, providing it conformed to the other 
objectives of the Surplus Property Act. 

Mr. Buanprorp. Wasn’t it more of a negotiation than a bid? 

Mr. Gumpew. Only in the case where we only had one bid, and that 
was the case of the styrene plants. 

Mr. BLanprorp. Were the bids disclosed in advance of the negoti- 
ating period so that anybody who had submitted one bid could then 
ag somebody else had outbid them and they could submit another 

i 

Mr. Gumpet. No, sir. 

You see, what we found—and always when we advertise we try to 
ive at least 60 days for prospective bidders to put in their bid. We 
requently found that the prospective bidders complained that they 

didn’t have enough time to perfect their bids. 

Mr. Bianprorp. Isn’t that the issue right here, that the people who 
are going to bid on these plants are really the ones whose advice should 
be sought in this connection? Because, certainly, we would have no 
way of knowing how long it would take to prepare a bid or an estimate 
on a plant. 

And you probably are in the same situation. It is the man who 
wants to buy a plant, and among the people who are out here in this 
audience here today, who would be in a better position to indicate 
whether or not the negotiating period and the bid period was a suffi- 
cient length of time. 
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Mr. Gumpev. Well, I am afraid not, sir, because I think the people 
that are now operating the plants would require very little time to 
enter or to put jn a bid. 

Mr. Buianprorp. Well, everybody in Government is assuming that 
the present operators of these plants are going to be the only bidders, 
and I don’t think you have ever been more mistaken in your life. 

Mr. GuMBeL. if you made the period too short, I am afraid that is 
what would happen. 

Mr. Bianprorv. Not from the people that have at least indicated 
interest to us. Many people are interested in these plants. I think 
perhaps they will object to the time period, I don’t know. That re- 
mains to be seen. But 

Mr. Gumpe.. It is a fact, Mr. Blandford, that they do have to send 
engineers to inspect the plant, they do have to go over the costs of 
production, they do have to arrange to get their raw materials or dis- 

of their end product, they do have to arrange for their financing 
and then they have to submit a bid. 

Mr. Buianprorp. Oh, yes. 

Mr. Gumpet. And sometimes that takes a little time. 

Mr. Bianprorp, But you don’t suppose they have all been sitting 
back doing nothing? 

Mr. Gumpew. Presumably not, but until the advertising actually 
appears, they can’t very well, I think, make any very definite plan. 

r. Buanprorp. I dare say you could get bids in 10 days on some of 
these plants without any trouble. 

Mr. GumpeL. If I may proceed now to the detail comments. 

Section 6 of the bill provides that the Commission can request and 
receive assistance from the other Government agencies, but it limits it 
to Government agencies concerned with the operation of the Govern- 
ment-owned synthetic rubber facilities. 

We wonder whether it is desirable to put in that limitation or 
whether it would not be better to allow them to seek assistance from 
agency. 

r. BLanprorp. Well, you heard the ad hoe committee discussion 
yesterday 

Mr. Gumpe.. No, sir; I am afraid I didn’t. 

Mr. Bianprorp. Well, I won’t repeat it. But once a commission asks 
the advice of another agency on these matters—if they want to do it, 
of course, they could do it, but if they were to ask advice from various 
agencies of Government, it might be 1965 or 1970 before they ever 
got all the opinions together. 

I am sure you have had the same experience. 

Mr. Gumpet. Yes, sir. 

Mr. Buanprorp. And, of course, those concerned with the operation 
of the Government-owned synthetic rubber facilities—the word “oper- 
ation” might be too strong. That might confine it solely to RFC. 

Mr. Gumpev. That is right. 

Mr. Bianprorp. And then RFC might suddenly be dissolved. Then 
there would have to be—what was left of the operating facilities would 
have to be turned over for a short period of time to some other oper- 
ating agency. Perhaps just concerned with Government-owned syn- 
- thetic facilities would be sufficient. The object, of course, is not to 

expand it so you have to bring in every Government agency and 
eventually find where it fits into the social-security program. — 
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Mr. Gumper. Well, I didn’t understand that it required the Com- 
mission to request. It simply authorized it to. ai 

Mr. Buanprorp. Oh, yes. Perhaps if it remained as a commission, 
there would not be any objection. If it ended up with a board or a 
Government agency being given the authority to consult with other 
Government agencies, the natural reluctance of soenee? in Govern- 
ment to make a decision might tend to create roadblocks that would 
perpetuate this thing endlessly. 

Mr. Gumpert. Now in connection with the requirement to supply 
rubber users who do not own synthetic rubber plants, that could very 
well go into one of the requirements for bid or further amplification 
of their plans to dispose of the end products. 

Mr. Buanprorp. You have in mind something like a provision that 
woul drequire any purchaser to indicate that a percentage of the 
production would be available for other consumers; is that right? 

Mr. Gumpew. It might very well take that form. We would not, 
however, like to suggest that the provision be too restrictive. We 
would think that the disposal agency should have pretty broad author- 
ity to work out any sort of a deal along those lines that seemed 
appropriate. 

We would suggest that the $1 million good faith deposit is a little 
high. We have found that amounts considerably less than that were 
suflicient to deter people from putting in frivolous bids. 

On the other hand, the prospect of putting up a million dollars in 
cash and having it tied up for maybe several months might be very 
inconvenient for some perfectly good bidders. 

Mr. Buanprorp. It may be too high. 

Mr. Gumpev. Yes. And we would suggest $100,000 would probably 
accomplish the purpose. 

Mr. Buanprorp. Well, of course, our reaction was, $100,000 was too 
small, obviously. 

Mr. Gumpert. Concerning the interest rate—of course, that is not 
our bailiwick—that is ws ot something that the Treasury would 
want to testify on, but we think that 21% percent interest would repre- 
sent a subsidy and would be undesirab e because people who were 
willing and able to pay cash, would be deterred from doing so, and 
also, of course, there would be little if any chance of a mortgage being 
refinanced privately if you offered them such a low interest rate at 
the beginning. 

Mr. Bianprorp. You would prefer that, however, to a different 
interest rate for each purchaser? 

Mr. Gumpet. No. We would have the same interest rate to any 
purchaser. 

Mr. Buanprorp. Yes. You would not recommend that there be a 
different rate for each purchaser ? 

Mr. Gumpert. Oh, by no means, but an interest rate that is more 
consonant with the going rate of money and with what the Govern- 
ment has to pay itself. 

Mr. Buianprorp. Yes. 

Mr. Gumpet. We have some difficulty with the provision on page 7, 
subsection K, which provides that the Government shall offer synthetic 
rubber during 1 ed to prior consumers. 

Now that would seem to indicate that they would be in competition 


for a year with the purchasers of the rubber plants. 
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Mr. Buanprorp. Oh, no; this would be a new departure in the 
whole rubber business. This is one time when everybody would have 
to buy rubber for perhaps 2 or 3 months, something unique in this 
whole program. 

You would be buying rubber not on a 30-day basis, but you would 
buy rubber that was available. You might buy a 2-month or 3-month 
supply. As it is today, you only have to buy a 30-day supply of 
rubber. 

Mr. Gumpev. Oh, I see. 

Mr. Buianprorp. The present system is a very fine system for the 
purchaser, but it is not very advantageous for the Government. 

Mr. Gumpet. That is correct. 

Mr. Buanprorp. And the object here is to buy the rubber and store 
it yourself, not have the Government store it for you. 

{r. Gumpet. Then the sale would be made about the same time 
that disposal of the plants 

Mr. Bianprorp. The object is to put it on a historical basis or if 
preferable, on a bid basis, but not to sell the rubber to the purchasers 
of the plant because then you would certainly be open to a charge 
of a windfall, particularly if they should raise the price immediately 
after buying the plant and the stock on hand, before there was any 
competitive factor involved. 

The object is to make a certain amount of rubber available and the 
more the better as far as that is concerned. 

If RFC can produce more rubber between now and the time these 
plants are transferred, that is all to the good. But there has to be 
some system worked out to protect the small consumer. 

Now perhaps this doesn’t protect the small consumer. Perhaps 
something else would be preferable. If you put it on a bid basis, you 
may not be protecting the small consumer. 

Mr. Gumpet. That is right. 

Mr. Buanprorp. Because he may not be able to compete for rubber 
with the amount involved. He may not have the cash that would 
be required to pay for that amount of rubber. That was why the 
prorata basis got into the bill. It may be entirely wrong. » 

Mr. Gumpet. We would like to point out the possibility that exists 
in the bill as it is drawn, that the present rubber act might expire 
before it was determined that the plants could not be sold. 

Mr. Bianprorp. Then you merely extend the Rubber Act. 

Mr. Gumeex. Yes. But 1 would suggest that maybe some language 
be inserted there. In the event the Rubber Act had expired, that it 
would be reinstituted. I question whether you can extend an act 
that has already expired, you see. 

Mr. Bianprorp. Well, your argument is that it is possible that the 
negotiation may still be going on? 

Mr. Gumeev. That is right. 

Mr. BLanprorp. That the commission might not be appointed, say, 
until late in the fall? 

Mr. Gumpert. That is right. 

Mr. Buanprorp. And then the fact that no report had been submitted 
by the Commission maignt extend the law for 2 years and you don’t 
want the law extended for 2 years, you merely want the law extended 
until such time as the transfer period had been completed ? 
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Mr. Gumpew. Well, that is not quite it, Mr. Blandford. What we 
were fearful of is if the act expires on March 31, 1954, in June 30 you 
find out that you can’t make the disposal and you want to revert to 
the situation that existed under the previous act, but the previous 
act has expired, and, therefore, could not normally be extended. 

Mr. Buanprorp. Of course, the answer to that is if you reach that 
point where the Rubber Act is about to expire during the negotiating 
period, you merely extend the Rubber Act. 

Mr. Gumsew. Oh, I see. 

In section 17, certain criteria are set forth. We would suggest that 
the wording be changed: “The following criteria, among others”, so 
there will be no indication that those will be the sole criteria. _ 

Then, on the criteria that the prospective purchaser has the. technical 
competence, we suggest that that be broadened by saying perhaps the 
prospective purchaser will have. That is the point—— 

Mr. Bianprorp. Yes. That is the same point that Mr. Barnes made. 

Mr. Gumpet. Yes. 

Mr. Buanprorp. I think it is a point well taken. Anything that 
will strengthen that, to indicate that you don’t have to be a present 
operator, is probably a very good improvement on the bill. 

Mr. Gumpet. Yes. 

While this second criteria, of course, is not within our competence, 
but is rather a question—— 

Mr. Bianprorp. It is a sad one, believe me. 

Mr. Gumpe.. But we would like to suggest that if the intention - 
is to prohibit ownership of these plants by foreign nationals, that this 
provision does not do it. This provision simply says that we will 
not sell the plant to anybody but an American national, but it does 
not prevent the American national in turn from selling it to a foreign 
national. 

Mr. Brianprorp. I think the terms of the national-security clause 
could cover that adequately. 

Now the object, of course, was to prevent a plant from being pur- 
chased and then being shut down. 

Mr. Gumpset. I appreciate that. 

Mr. Buanprorp. Por reasons that might be more apparent to those 
who purchase them than they would be to me. It also would be to 
po a plant from being picked up and moved, lock, stock, and 

arrel, to the eastern part of Germany, for example. 

Mr. Gumpet. In the fifth criteria, which reads: 


There must be a finding that the national security will be strengthened— 


we think that that is probably a little bit too strong. It would be dif- 
ficult, I think, to make a finding that the disposal will actually 
strengthen the national security. 

Mr. Buanprorp. If it won’t strengthen national security, Mr. Gum- 
bel, we better terminate these hearings right now. 

Mr. Gumpet. Well, we would have suggested that it be consistent 
with or that the national security not be weakened. 

Mr. Bianprorp. No. We go back to the declaration of policy. You 
will have “The security interest will best be served by the development 
in the United States of a free, competitive synthetic rubber industry”, 
and then “in order to strengthen national security through a sound 
industry,” and so forth. 
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The whole objective here is to strengthen national security by put- 
ting these plants in the hands of private industry, because if you do, 
you will have expanded facilities. You will have improvements in 
rubber. That is the object. 

If the purchasers can’t indicate that to the commission, then it 
would be far better, I think, for the Government to stay in the busi- 
ness. 

Mr. Gumpert. Well, possibly, if you give the national security a 
broad enough interpretation. But I still think it would be difficult 
to make such a determination. 

That about concludes our suggestions, Mr. Chairman. 

Mr. Putian. The gentleman, in other words, doesn’t feel he can 
certify that this bill, standing by itself, does necessarily strengthen 
national security ? 

Mr. Gumpev. We think that the program will, but to say that by 
taking a plant out of Government operation and putting it in the 
hands of an individual company, no matter how strong the company 
is or how good it is—it will be difficult to determine that that 
strengthens the national security. 

Mr. Pricer. Yes. It would be very difficult to make any legal 
determination of that fact. 

Mr. Gumpet. That is what I had in mind. 

Mr. Puusrn. At the best, it would be a precatory declaration. 

Mr. Suarer. Any further questions? 

Mr. Doytr. I would like to ask—— 

Mr. SuarFer. Mr. Doyle. 

Mr. Doyte. I made note of your exact language, Ithink. You said, 
“This is an ideal time to dispose of the plants.” Will you give your 
poser please, why you feel justified in advocating a change in 
policy? . 

Mr. Gumpert. Yes; I would be glad to do that. In the first place, 
the relationship between the price of natural rubber and synthetic 
rubber, I think, is very favorable to the disposal of the plants. 

In the second place, the plants are now at about the peak of their 
technical efficiency. They are already about 11 years old. From here 
on out I think you can expect that they will tend to deteriorate. 

I think that on the whole, the technical processes developed under 
Government ownership have made tremendous advances, but I would 
think that this might be the time where if you dispose of the plants 
to qualified private operators, that there might be even further ad- 
vances in the technique. In other words, I think that at the present 
time, you will get a better return on the plant and that the purchasers 
of the plants will make further advances in the art than if you post- 
pone the sale for any considerable period of time. 

Mr. Doyre. But the taxpayers have made a net profit, I am in- 
formed, of approximately $20 million this last year on the present 
operations of the plants. 

Mr. Guset. Sir, we can’t go behind the intent as expressed in the 
Rubber Act, which was that the plants would be disposed of at the 
earliest time that it seemed desirable. 

Mr. Doyte. Well, if under the present method of operation there 
has been so much progress in synthetic-rubber development— and I 
know there has, because I have been to Akron, Ohio, and to Louisiana 
26066—53—No. 25——4 
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and Texas, and inspected those plants, and have seen the marvelous 
exhibits of the progress made. ; 

But if all that progress has been made under the present operation 
method, what is there about the present operation method which indi- 
cates to you that under any other method, say private-ownership 
inethod, there would be a greater progress ¢ 

Mr. Gumpev. That is a difficult question to answer. All of our 
experience in this country is that private enterprise has been BavERY 
successful and if it has been so in the ease of automobiles and washing 
machines and refrigerators, it would probably also be in the case of 
synthetic rubber. 

Mr. Dorie. Well, wouldn’t you say that under the present method 
of operation it has been uniquely successful also? 

Mr. Gumbet. Yes; I do, sir. 

Mr. Dorie. Well—— 

Mr. Gumpen, But 

Mr. Doyir. The reason I am questioning you thus is this: 

In a matter of common experience, and I believe a matter of com- 
monsense, 2 man who advocates a change in situation or a change in 
— assumes the burden of proving it, that it is justified. 

Now 

Mr. Gumpew. I think it works just the opposite, Mr. Congressman. 
I would think that the people that wanted to change from private 
enterprise to Government operations would have to prove their case. 

Mr. Dorie. But it is now Government operations. 

Mr. Gumpew. I know, but it had to be set up that way because of the 
particular situation that existed. We had to build these plants very 
rapidly. We had to get them into operation in the interest of national 
defense. We did so, and we saved the country by doing so. But I 
had alwavs thought that it was the intention that. the Government 
would get out of the synthetic-rubber business at the earliest practical 
time, consistent with national defense, I thought that that was the 
whole basis of the rubber program. 

Mr. Doyte. I am not disagreeing with you, but I want the record 
crystal clear, whatever the facts are. 

Another question, Mr. Chairman. 

You said there should be plenty of time allowed for other bidders. 
Do you feel that the time specified in this bill is too short a time? 

r. GuMBEL. Yes, sir; I have that 

Mr. Doyix. How much longer should it be, then ? 

Mr. Gumpew. Well, I think it is very unfortunate if this thing would 
be automatically cut off at the end of 12 months, regardless how near 
disposal you were. And I would think that there should be, in the 
event that you advertised the plants for sale with a certain date for 
the receipt of sealed bids, and serious prospective bidders came in and 
wanted to have the bid-opening postponed to give them an opportunity 
to come in, that it should be possible to do so. 

And I would think that instead of being 90 days, it should be at 
least 6 months. After all, it is discretionary. The disposal authority 
doesn’t have to make it 6 months. And presumably, they will be in- 
terested in getting the thing over as promptly as possible. 

And I think that the 90 days is unduly restrictive. 

Mr. Dorie. How long a period of time have you had the experience 
of being in charge or in close connection with sales in the General 
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Services Agency? How long a period of time have you been in that 
position ¢ 

Mr. Gumpet. I was with the War Assets Administration from its 
beginning and then went with the GSA afterward, so I have been in 
this business for about 7 or 8 years. 

Mr. Doyxe. I noticed one of your objections or recommendations 
was that this sale be placed in the hand of a permanent Government 
agency and let the Commission act in an advisory capacity. Don’t you 
feel that this sale is of such moment and such significance and such 
importance that it deserves the exclusive time and attention of a group 
of men that are not concerned with other agency administrative 
problems ¢ 

Mr. Gumpev. Well, that is a very cogent argument, but it loses some 
of its cogency when you consider that these men, who will presumably 
come in without any knowledge of the plants or the problems that 
confront them because they will be people completely outside of the 
rubber industry, as I understand it—— 

Mr. Bianprorp. May | interrupt there for 1 second, Mr. Chairman? 

Mr. Doytr. Yes, sir. 

Mr. Buanprorp. How much experience, for example, have you had 
with synthetic rubber plants, Mr. Gumbel ? 

Mr. Gumpert. Well, I was on the Presidential Committee, Inter- 
Agency Committee, which drew up the President’s report. 

Mr. Buanvrorp. This last one, you mean ? 

Mr. Gumpet. This one [indicating booklet}. 

Mr. BLanprorp. Yes. 

Mr. Gumeex. I might add we did not agree with the conclusions or 
the recommendations of the Inter-Agency Committee. 

Mr. Bianprorp. What I am getting at: Who in GSA has actually 
handled the administration of the rubber industry 4 

Mr. Gumpe.. Noone. 

Mr. Bianprorp. So if GSA became the agency which you recom- 
mend, wouldn’t you have to familiarize yourself, the same way as the 
Commission, with the plants ¢ 

Mr.Gumpeu. Well, yes. 

Mr. Bianprorp, So wouldn’t you have the same delay there? 

Je GuMpBeL. We have operated plants. We operate the magnesium 

ylants, 

Mr. Brianprorp. Well, I assume that businessmen or anybody else 
that would be appointed on this Commission would have the same 
familiarity with plants and industry in general. 

Mr. Gumpert. Weil, they still would have to set up an organization. 

Mr. Bianprorv. A few stenographers and a few secretaries, and 
then you have this provision that allows them to call on people to come 
in and help them. 

Mr. Bennett. Perhaps I misunderstood you, but I thought you 
wanted the Commission but wanted the staff to be furnished by some 
permanent agency. Isn’t that your testimony 

Mr. Gumpex. Well, something along those lines. 

Mr. Bianprorp. The Commission would act only in an advisory 
capacity. 

fr.GumpeL. Yes. 
Mr. Bianprorp. According to the recommendation of GSA. 
Mr. Dorie. May I finish that one question, then ? 
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Mr. Suarer. Mr. Doyle. 

Mr. Dorie. Well, isn’t the argument you are making, which under 
the bill, of course, is proposed policy, that none‘of these Commissioners 
be in any way connected with the rubber industry or related indus- 
tries—isn’t that an argument in support of your claim that there should 
be a longer period of time? 

Mr. Gumpet. Yes, sir. 

Mr. Dorie. Allowed to consummate these sales ¢ 


Mr. Gumeet. That is right. The period begins to run from the: 


date that they are appointed, rather than from the date that they get 
organized. 

Mr. Dorie. Well, I want to ask this further question on that point, 
Mr. Chairman. 

I think it is fundamental that the American people realize that if 
the sale is consummated, it be consummated in the most full and 
frank, open, bona fide conditions possible and procedures. 

Wouldn't you feel, however, that a commission of 3 selected by our 
distinguished President, in view of his emphasis that the bidding be 
competitive and there be no possibility of monopoly being allowed 
as a result of these sales and such—wouldn’t you feel that calling 
into the picture at least 3—I am using the term “at least three,” Mr. 
Chairman, because, very frankly, I am fairly definite in my own mind 
and I am going to suggest to you for consideration the fact that it be 
5 commissioners instead of 3. I am recommending that that be done. 

I think the subject matter is worthy of 5 commissioners, instead of 
3. There might be the death of 1 or there might be a serious accident 
to 1 of the 3, and then you would only have 2 left able to function, 
ag if you have 5 with wider experience, it will obviate the possi- 
bility-—— 

Mr. Suarer. We will get into all that when we read the bill. 

Mr. Doyir. Well, I am making that statement at this time for the 
benefit of this witness. 

Wouldn’t you feel, however, that it would be very good to divorce 
this sale under the circumstances from the ordinary procedures of an 
agency, Government agency, and in fact, have the commissioners have 
time to really become familiar enough with the problem and in order 
to assume heir own responsibility and have them make the sale, 
rather than a staff of an agency ? 

Mr. Gumpe.. Well, that is quite true, if you remember that that is 
going to take some little some, that it is going to take time for three 
people to come in and familiarize themselves with the problems. 

r. Dorie. That is all, Mr. Chairman. Thank you. 

Mr. Price. Mr. Chairman, I would just like to bring out one point. 

Mr. Suarer. Mr. Price. 

Mr. Price. Of course, Congress is pretty mueh on the record as 
being committed to the disposal of these plants, as you say, at the 
earliest possible moment consistent with the national defense. Now 
what do you think of the national defense picture? Do you think this 
is the earliest.possible moment consistent with national defense ? 

Mr. Gumpet. I would think so, yes, sir. 

Mr. Price. In view of the unrest, particularly in the Far East, 
where we have a major source of natural rubber ? 

Mr. Gumpe. Well, unfortunately, sir, it looks like that may con- 
tinue until the present plants deteriorate and new ones are built. 


1023 


Mr. Price. I think that is one of the keys of this problem, one of 
the things that worry a great number of people. 

Mr. Bennett. May I ask a question? 

Mr. Suarer. Go ahead. 

Mr. Bennett. Well, you feel if we were to get into an all-out war, 
or third world war, that it would be more beneficial or less beneficial 
to have these plants in the hands of the Federal Government ? 

Mr. Gumpe.. Well, I think if we got into an all-out war and it was 
decided that it was better to have the plants in the hands of the Federal 
Government, it would be very easy to get them there. 

Mr. Bennerr. Well, that isn’t an answer to the question I asked, 
though. You mean by that answer that you do not wish to answer the 
question, Mr. Gumbel, at this time? 

Mr. Gumpe.. No, sir. Rather, I am incompetent to answer it until 
I know more about who is going to buy the plants and how they are 
going to operate it. 

Mr. Bennerr. Well, assuming—you mean what private—— 

Mr. Gumpev. Yes, sir; the competence and the financial ability and 
everything else. And, of course, that is one of the criteria that we 
have to take into consideration when you make a disposal. 

Mr. Fisuer. Well, Mr. Chairman. It is true that the synthetic rub- 
ber industry is advanced to the point now where it can very well oper- 
ate “7 its own without Government assistance or Government opera- 
tion 

Mr. Gumpet. I think so. 

Mr. Fisuer. And do it successfully and is doing it and will continue 
to do so on its own; isn’t that correct ? 

Mr. Gumset. I think so, sir. 

Mr. Fisuer. It is past that experimental stage that caused the 
Government to get into this business in the first place. 

Mr. Gumpet. That is my opinion; yes, sir. 

Mr. Suarer. Thank you very much. 

Mr. Gumpet. Thank you, sir. 

Mr. Suarer. Mr. P. W. Litchfield, Goodyear Tire & Rubber Co. 

Mr. Litchfield, we are honored to have you with us this morning. 

Mr. Lircnriretp. Thank you, Mr. Shafer. 

Mr. Suarer. Will you just wait a minute, Mr. Litchfield, until this 
commotion is over with. 

Will you please take your seats so we can proceed with the hearing. 

All right, Mr. Litchfield. 

Mr. Lireurietp. My name is Paul W. Litchfield. I have been asso- 
ciated with the Goodyear Tire & Rubber Co., Akron, Ohio, for the 
past 53 years and I am chairman of the board of the company. I 
deeply appreciate this opportunity to appear before the committee 
and express our views on the important subject of disposition of the 
Government-owned synthetic rubber facilities. 

We are in hearty accord with the congressional policy regarding 
disposition of the synthetic rubber facilities as stated in section 2 of 
the Rubber Act. 

Likewise, we subscribe wholeheartedly to the position stated by the 
President in his message dated April 14, 1953, to the Congress with 
respect to the disposal of the Government-owned synthetic rubber 
facilities to private industry. 
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We believe that the bill—H. R. 5425—introduced in the House of 
Representatives on May 27, 1953, by Representative Paul W. Shafer 
sets forth a fair and workable disposal plan. The bill provides sufti- 
cient flexibility to enable the Synthetic Rubber Facilities Disposal 
Commission to give full consideration to impossible-to-foresee situa- 
tions that may arise during negotiations. This is wise in order to fa- 
cilitate disposition and properly administered does not detract from 
the soundness of the general plan. 

In earlier hearings, and consistently in the interim, we have held 
the view that disposal of these strategic facilities should be coordi- 
nated with the achievement of national security insofar as the rubber 
supply of this Nation is concerned; that plans for disposal should be 
blueprinted and complete so that we know exactly where we are 
going—thereby avoiding piecemeal disposition and uncertainty— 
before the first plant is released from the program; that once the 
plants are sold, the Government should not engage in competition with 
private industry. 

The subject bill is consistent with these objectives. We, therefore, 
wholeheartedly endorse the proposed legislation as being in the pub- 
lic’s best interests. 

You perhaps already know that we built and presently operate two 
of the facilities involved. Both are general purpose synthetic co- 
polymer plants, one being located in Houston, Tex., and the other 
in Akron, Ohio. In addition we built and initially operated two other 
copolymer plants which are now operated by other operators, 

We are proud of the part we played in the critical days of World 
War II in bringing into existence a healthy and vigorous synthetic- 
rubber industry in this country. Indeed, we considered it a great 
privilege and our patriotic duty to collaborate in the pooling of pat- 
ents, research and development, know-how, exchange agreements, and 
designing, building, and operating the facilities, along with outstand- 
ing companies in the chemical, petroleum, and rubber industries. 

Mnch of the knowledge gained from the design and operation of 
the first synthetic-rubber production plant, built by Goodyear and 
placed into production in June 1941, went into the design and con- 
struction of the plants erected later. 

The teamwork and results achieved in the synthetic-rubber program 
were remarkable. Our Nation and its allies were not handel 
by a shortage of essential rubber products. It is also gratifying to 
reflect upon the spirit of cooperation and teamwork that has been 
accorded the program by all of its participants during the postwar 
years and during the more recent buildup of our defenses. 

Basic, fundamental, and = research have kept pace with ever- 

rowing demands by the public for better products at lower cost. 
Fabricators have excelled in their ability to utilize this once-substitute 
material with the composite result that synthetic rubber has now 
become an essential and important raw material in the world economy. 

The record of the rubber industry indicates that you need have no 
fears that competitive private industry can and will amply, efficiently, 
and economically supply the Nation’s requirements of synthetic 
rubber. 

It would be a mistake to overlook the part the Government has 
this highly successful program. The Government 

nanced the huge program which was beyond the ability of private 
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industry. Too, the overall planning, superpriorities, controls, and 
coordination were supervised by the Government, which in turn 
availed itself of numerous executives with specialized knowledge from 
the several industries involved in the program. 

In connection with the disposal program, there are a few observa- 
tions that we would like to offer for your consideration. 

A. Weare, and we are sure other prospective purchasers are, willing 
to pay the full, fair value for the facilities which we may acquire 
through the disposal program. 

The facilities involved are valuable facilities. And, while they 
have already returned the full original investment of the American 
public many times over (1) in the form of national security and (2) 
through stabilization of natural rubber prices, which otherwise would 
have sold at several times the actual prices during prolonged periods 
of natural rubber shortages; nevertheless, the sale of the remaining 
facilities at this time should enable the public to realize a further 
substantial return on its investment. 

We feel that the synthetic rubber program has justly earned the 
praise and commendation of the American public. We also feel that 
the taxpayers are fully entitled to receive full fair value upon sale 
of the remaining 29 facilities—out of an original 51—still left to be 
disposed of to private industry. 

B. We urgently request that legislation provide for a continua- 
tion of near-capacity output until an inventory of up to 200,000 long 
tons of general purpose rubber has been accumulated, or the facili- 
ties have been disposed of, whichever is sooner, (1) at national se- 
curity (2) to stabilize production levels and avoid startups and 
shutdowns (3) to enable long-range and therefore more economical 
arrangements for retaining facilities in adequate standby and (4) 
to facilitate a smooth and orderly transition of ownership of indi- 
vidual facilities to private enterprises. 

With particular regard to the transition problem, this reserve in- 
ventory would be utilized to fill orders from fabricators until they 
have made all arrangements for their supplies from the private pro- 
ducers. Thus disruptions to consumers and producers alike would 
be minimized. Even though both consumers and producers will in 
their own interests strive to establish regular commercial relation- 
ships as quickly as possible, it is too much to hope that all of these 
relationships can be established suddenly and without some disrup- 
tion. A reserve inventory would mainly accomplish two things: 
First, increase our national security, and second, insure an orderly 
transition. 

The bill provides for the transfer of any residual inventory to the 
Government stockpile 1 year after the plants are sold. Inasmuch as 
the petroleum-butadiene facilities will be fully utilized to meet con- 
sumer requirements as now forecasted, and inasmuch as 6 to 9 months 
would be required to reactivate the alcohol-butadiene facilities, or 
an even longer period would be required to expand petroleum-buta- 
diene facilities, it seems that the wise thing to do is to build up an 
adequate reserve inventory which would be transferred to the Gov- 
ernment stockpile. 

Such an inventory, in the neighborhood of 200,000 long tons, to 
be drawn upon by fabricators in the event of disruption of our supply 
of natural rubber or, if synthetic production capacity failed to meet 
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requirements through fires, explosions, or other unforeseen reasons, 
would insure all fabricators of adequate supplies of raw materials 
pending a correction of the difficulties. Any other course exposes 
the security of this Nation in the first instance, and secondly, assum- 
ing the natural rubber stockpile untouchable, except in an extreme 
crisis, needlessly, exposes the American public to a shortage of and 
higher prices for essential products. 

We, therefore, urge with all the strength at our command that an 
inventory of 200,000 long tons of synthetic rubber be maintained in 
reserve as protection against these possibilities. (See attached Notes 
on America’s Rubber Industry, series No. 19, dated May 11, 1953.) 

C. In view of the possibilities of emergencies arising within the 
2 years after the first plants are sold, it would seem wise to create 
—_e of flexibility with respect to the disposition of any unsold 

ants. 

‘ D. While we do not feel that a recapture clause is necessary in the 
interests of national defense, we have no particular objection to its 
inclusion as a condition of sale. 

The past history of this industry indicates that the privately owned 
rubber industry can be depended upon for an all-out response to na- 
tional emergency needs. The inclusion of such a clause seems to us 
to be an unnecessary although unobjectionable condition of sale. 

E. In summation we feel that— 

1. “ae plants should now be sold, national security in rubber being 
assured. 

2. The plants should be sold by negotiation, full fair value thus 
being assured. 

3. Other things being equal, the plants should be sold to operators 
with proven ability to manufacture synthetic rubber and its com- 

onents. 
' 4. The competitive pattern in the industry should be observed as 
closely as possible in the disposal program. 

I want to thank you for giving me this opportunity to present our 
views on this very important legislative undertaking. We are at your 
service if we can be of further assistance to you. 

Mr. Suarer. A very good statement, Mr. Litchfield. We appre- 
ciate it very much. 

Are there any questions? 

Mr. LrreuFievp. If you are going to ask some questions, I would 
like to ask Mr. Spencer, who has a lot of the figures, to sit at the table 
with me. He might be able to answer my questions. 

Mr. Suarer. There are apparently no questions, Mr. Litchfield. 
Thank you very much. 

We will now hear from Mr. John Bierer, president of the Boston 
Woven Hose & Rubber Co. 

Glad to have you, Mr. Bierer. Do you have a prepared statement ? 

Mr. Brerer. Mr. Chairman. My name is John M. Bierer. I am 
president of the Boston Woven Hose & Rubber Co. 

Mr. Sitarer. Just a moment, Mr. Bierer, we have the wrong state- 
ment here. 

Now ae may proceed. 
Mr. Brerrr. Mr. Chairman and gentlemen, my name is John M. 


Bierer. I am president of the Boston Woven Hose & Rubber Co., of 
Cambridge, Mass. I appreciate very much the opportunity of ap- 
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pearing before your committee. My company produces mechanical 
rubber goods, namely, all —_ of hose, belting, tubing, electrical tape, 
jar rings, some molded goods, and brass fittings. 

We employ approximately 1,500 people. We are therefore a small 

rubber company but a medium-sized mechanical rubber goods com- 
pany. 
; Our company is a stockholder in the Kentucky Synthetic Rubber 
Corp., which is engaged by the Government to operate the copolymer 
plant in Louisville, Ky. I graduated from Massachusetts Institute 
of Technology with a chemical engineering degree in 1910. 

I have spent the last 42 years in the rubber industry. I have been 
connected with the rubber technical societies in this country and Eng- 
land. Iam a director of the Kentucky Synthetic Rubber Corp., and a 
member of several of its operating committees. As such, I know 
something about the synthetic rubber industry. 

In 1939 I made a public statement that there was a great future for 
synthetic rubber. Today I know that statement is true. 

I feel that the work that has been done in this country by our 
oo aaa and by our industry working together has been mar- 
velous. 

I have carefully read Congressman Shafer’s speech of May 26 and 
House bill 5425 and I am very much in favor of the principles 
expressed. 

The interests of the country must come first. The bill states that 
the small manufacturer must be given a square deal. How this is to 
be done is not clear. I believe that it can be accomplished. 

The Government has spent millions of dollars for development of 
synthetic rubber. Much more must be spent. All development work 
paid for by the Government should be made available to everyone. 

I believe in private ownership. 

This completes my statement. 

Mr. Suarer. Thank you very much. It is very clear. 

Mr. Putter. Very good statement. It is an excellent statement. 

Mr. Suarer. You believe that now is the time to sell these plants 
to private industry ? 

Mr. Brerer. I can’t see in the future any better time. 

Mr. Bennett. Do you think it would be a good idea for them to be 
sold at this time? 

Mr. Brrrer. Yes, sir. 

Mr. Bennett. May I ask you about the statement. You say “Much 
more must be spent.” Do you feel the Federal funds to be spent in 
the synthetic-rubber industry, after the disposal of these plants, 
should be restricted to basic research and things of that kind or do you 
think that we should go on in production somewhat? 

Mr. Brerer. Synthetic-rubber industry is strictly in its infancy 
and I don’t think that anybody could answer that question positively 
today. There is a great future for it and we must spend money and 
must be on basic work and every other type of research work. 

Mr. Bennett. You do feel that the Federal Government should 
continue to spend some money in that field, do you? 

Mr. Brerer. I do. 

Mr. Price. Mr. Chairman. In what connection do you suggest 
they continue their research, in what way? 
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Mr. Birrer. 1 am not prepared to answer that question because 
this thing is so broad that, frankly, I do not know all the methods 
that should be done. 

- Mr. Price. If you are suggesting further continuation of Govern- 
ment interest in the synthetic program, do you suggest they continue 
to operate one plant, a pilot plant, or a laboratory 

Mr. Brerer. You must have a laboratory and a pilot plant in order 
to do anything. 

Mr. Price. But you suggest the Government keeps its hands in 
this program ¢ 

Mr. Brerer. In the development part, yes, sir. 

Mr. Price. Basic research ¢ 

Mr. Brrerer. Yes, sir. 

Mr. Puiter. Pardon me, Mr. Chairman. 

And you would suggest a pilot plant and a laboratory conducted 
and financed by the Government? 

Mr. Brerer. Yes, sir. 

Mr. Pues. I notice that you say that “the bill states that the 
small manufacturer must be given a square deal, but how that might 
be done is not clear to me.” 

Do you have any suggestions you could give to the committee in 
assuring that the sinall manufacturer will be given a fair deal under 
the terms of the provisions of this bill / 

Mr. Bierer. I feel the committee, appointed on the basis in which 
it is done, will absolutely see that that is done and if the Department 
of Justice, and the small fellow has been able to take care of himself 
oretty well anyhow, and I believe in the competitive system, and I 
velieve very definitely that it will be taken care of. 

Exactly how to do this: frankly, I am glad I haven't the job of 
doing all the detail work. 

Mr. Price. Do you have any fear that the small manufacturer 
may not be given a fair chance to come into this program ¢ 

Mr. Brerrr. | believe in the fairness of the American people, and 
I just know that the small fellow is going to get a square deal. 

Mr. Price. You believe in the fairness of the American people, yet 
you are asking this committee to be very cautious that there is a 
guaranty of fairness. 

Mr. Birrer. I don’t want you to be giving something to somebody 
that doesn’t ensure it. 

Mr. Price. [ mean is there anything this committee should do to 
guarantee fairness to the small manufacturer ¢ 

Mr. Birrer. Make it so he can buy the rubber competitively. There 
are a lot of little fellows that can’t produce it. Make it so he can buy 
any synthetic rubber. 

Mr. Price. The reason I ask: I detect a note of fear in your state- 
ment. Did you have some fears or did you not have fears that the 
small man was not going to be protected ¢ 

Mr. Brmrer. Being a small man, I want to live and I want to be 
very, very sure. 

Mr. Price. I wanted to get your view. I detect a note of fear 
in your statement there, that the small man is not going to be 
protected, 

Mr. Brerer. I think he is going to. 

Mr. Price. All right. 
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Mr. Birerer. I think he is going to be. I say so definitely. 

Mr. Price. But you think * is going to be protected by legislation ; 
is that right? 

Mr. Brrerer. Yes, sir. 

Mr. Puteri. You want to make sure that legislation does protect 
the small man ? 

Mr. Brerer. Yes, sir. 

Mr. Putian. And you believe it will? 

Mr. Brerer. Yes, sir. 

- Mr. Suarer. Mr. Lichfield’s statement made that quite clear, I 
thought. He made a suggestion there that had every indication 
that the small man will be taken care of. 

Mr. Bianprorv. If I may ask, a question Mr. Chairman. 

Mr. Suarer. Yes. 

Mr. Buanprorp. Would you think that there should be a further 
strengthening of the requirement in the bid that the disposition of 
the end product, as suggested by the General Services Administration, 
might remove any remote suspicion that you might have that these 
plants might end up in the hand of just a few rubber companies ? 

Mr. Brerer. I was perfectly willing to trust this committee, and 
I did not intend to come down here. I told my board of directors on 
Monday of this week that I thought that the bill was a good bill 
and, frankly, I didn’t see any necessity for me to appear down here. 

And then I was asked by Mr. Al Viles if I would come down and 
say this. I did not feel it was necessary to spend the company’s money 
to come to Washington to ask it. That is what I told the directors 
at the meeting on Monday afternoon at 2 o0’clock. 

Mr. Bianprorv, You feel that the Commission to be appointed, plus 
the review by the Congress, would give you the protection that you 
need, but your suggestion is that perhaps something else can be added 
to the bill which might strengthen the guaranty ? 

Mr. Brerer. I do not know what you could add. I would have been 
perfectly willing to trust it as it is written and knowing that it would 
be done. I am perfectly willing—I have known Mr. Litchfield for 
many, many years. He isa competitor. And to the best of my knowl- 
edge, he hasn’t one dollar’s worth of our stock and T haven’t a dollar’s 
worth of his. I would count on a square deal from all four of the big 
rubber companies. 

Mr. Puiteixn. Do you agree with Mr. Litchfield’s statement that 
we need both? 

Mr. Brerer. I couldn’t hear all of Mr. Litchfield’s statement, but 
knowing Mr. Litchfield, I would almost give him a blank check, with 
his organization. 

I don’t know what he said. I couldn’t hear it and I didn’t have a 
copy of the paper. 

r. Poitern. He stated in effect that we would require about 200,000 
long tons of rubber to carry us through the transition period while we 
are disposing of these facilities. Do you agree with that statement? 

Mr. Picase. I think his figures are very, very good. I have not tried 
to cover that point. 

Mr. Dore. Do you feel that the designated small companies, who- 
ever they are—will they be interested in and be competitively in a 
position, any of them, either singly or in a group, to competitively bid 
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against the four majors, assuming that one or all of the four majors 
might-bid for the purchase of one or more of these plants ? 

Mr. Brerer. A week from tomorrow we have a director’s meeting 
of the Kentucky Synthetic Rubber Corp. and we are going to discuss 
that. Frankly, I do not know what the answer to that question is. 
1 do not know what the answer is. But we have been considering it 
and considering it very seriously, what we might do. I do not know 
whether it is good judgment or not. I would be inclined to doubt 
it for the little fellows because they haven‘t large enough research 
organizations to do it. This is a big proposition and it is millions 
that must be spent for research work, and whether the little fellows 
as a group or any one little fellow can swing a thing like this, I have a 
little bit of doubt about. I think it is a big proposition. 

Mr. Doyte. A minute ago I think you answered by colleague, Mr. 
Price, of Illinois, or Mr. Philbin, of Massachusetts, to the effect that 
you thought Government should maintain a pilot plant, or keep its 
finger in some such way. 

*Mr. Brerer. Government does a lot of research on many problems 
and I don’t think of any reason why rubber should be neglected. 

Mr. Doytr. I know, but if a plant should be sold to private indus- 
try, amongst other reasons, because the development of synthetic rub- 
ber would definitely develop more rapidly under private industry than 
it has Government, why should Government spend any money for 
research in the field where sales are made? 

Mr. Brrrer. Because the Government does spend money for develop- 
ment work on many, many products and I think that industry should 
spend the huge majority of it, and as it has on the development of 
accelerators and all the things that we have done in the rubber indus- 
try, particularly in the last 50 years. 

I think the huge majority of the development work should be done 
by the people who are actually going to make synthetic rubber, but 
I think this is big enough that the Government could do something, 
too. We, all of us, are doing a great deal of development work on 
rubber problems and certainly that should be continued. 

And it will be continued, regardless of whether these plants are 
disposed of or not. 

Mr. Doyte. Thank you. 

Mr. Suarer. Thank you very much. 

Now we will hear from Everett Morss, president of the Simplex 
Wire & Cable Co., Cambridge, Mass. Thank you for coming, Mr. 
Morss; glad to have you with us. 

Mr. Morss. Do you have these ? 

Mr. Suarer. We have copies. 

Mr. Bianprorp. We have copies of your statement, yes. 

Mr. Suarer. You may proceed. 

Mr. Morss. Mr. Chairman and members of the committee, my name 
is Everett Morss. I am president of the Simplex Wire & Cable Co. 
of Cambridge, Mass. My company is a stockholder in the Kentucky 
Synthetic Rubber Corp. Through this corporation we have engaged 
in the operation for the Government on a management fee basis of 
the synthetic rubber copolymer plant at Louisville, Ky. The Louis- 
ville plant produces various polymers of general purpose synthetic 
rubber (GR-S) and it has a maximum annual capacity of 44,000 long 
tons. 
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I very much appreciate this opportunity that your committee has 
afforded me to express my views, briefly, on the measure now before 
you. As is clear from the foregoing, I appear before you as a rela- 
tively small consumer, but also as a consumer who has had some 
experience in the actual production of synthetic rubber through the 
affiliation of my firm with the Kentucky Synthetic Rubber Corp. 

I would like at the outset to express my admiration of the work of 
the chairman and of the entire committee on the rubber legislative 
problems which have beset us since 1947. The Rubber Act of 1948 
has been a good act, and I feel that the chairman should take great 
pride in the authorship of that measure. 

The bill now before this committee, again the handiwork of the 
chairman, has the hallmark of its predecessor. It is a sound bill. 
And I am sure it will move us quickly along the road to private owner- 
ship. of the Government-owned synthetic rubber facilities. This I 
heartily endorse. For I share the conviction, set in the policy 
statement, that private ownership is in the best public interest from the 
standpoint both of the national security and the peacetime civilian 
economy. 

In this comment, I should like to refer to one provision of H. R. 
5425, and this only in the interest of clarifying my understanding of 
the bill. I refer to section 16 which states that the Commission— 
shall use, as the basis of negotiating the sale of each facility the highest bid 
submitted for each facility, if, in the opinion of the Commission, the high bid 
submitted was a bona fide bid submitted by a person or persons * * * competent 
to operate a synthetic rubber facility. 

I should very much appreciate some further information as to the 
purpose of this provision. I would hope that the committee would 
spread it on the record that this disposal board should not consider 
section 16 as overriding the provisions of section 7 (g) or subsection 3 
of section 9 (a). 

This completes my statement. 

Mr. Suarer. Mr. Blandford, if you will. 

Mr. Buanprorp. I will try to expand on section 16. That probably 
should be known as the Shylock provision. That is to extract the 
last drop of blood that we can, because it is our opinion that these 
plants have a very definite value. 

We know that they have a book value, which we paid very little 
attention to. We know there is an operating deficit. And we know 
that there are other features of the program which have created 
deficits. We think the taxpayers are entitled to get back as much 
money for these plants as they possibly can, because we have some 
idea of what it would cost for private industry to go out and build 
their own facilities. 

Therefore, they have a value. Their value possibly is their replace- 
ment cost, less the technological obsolescence and deterioration. 

It will not override any other provision, but all things being equal, 
if a high bidder submits a bid and it is a bona fide bid, and for some 
reason or other the Attorney General finds that he should not buy 
a plant because of some antitrust provisions, then the next bidder 
would be able to negotiate for that plant, provided he could meet 
the bona fide high bid that had been ph omer , 
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Because how else can you determine the true value of a plant 
except what a willing purchaser will give a willing seller? And that 
is exactly what the object of the bill is. 

Mr. Morss. Lam glad for my own sake to have had that made clear 
and I think it is the way it ought to be. 

Mr. Mr, Chairman. 

You weren't concerned that the highest bid so-called must be from 
the highest bidder. 

Mr. Morss. That is right. . 

Mr. Purisry. But a bidder who is competent to operate these plants 
and has the financial ability to operate them. 

Mr. Morss. Yes, sir. 

Mr. Puen. You want to be sure of the technical competence and 
financial ability, and so forth, of the highest bidder. 1 think yon 
need have no qualms about that. I think the committee will provide 
in that provision that that is effective. 

Mr. Bennerr. It seems to me I also read into that statement your 
fear that possibly these larger companies who might purchase might 
not make available to a smaller company like you the materials which 
you need, Is that one thing you had in mind; in that statement ? 

Mr. Morss. No, sir; I have no such fear. If the purposes of the 
bill are accomplished that several—the one in competition with the 
other acquire plants—— 

Mr. Bexnerr. Do you feel it is necessary to have any legislative pro- 
vision at all or any requirement on the purchasers to ensure that they 
will sell to the smaller concerns, or do you feel that the regular process 
of competition between the largest in the industry will force that 
sort of opening up to the smaller concerns? 

Mr. Morss. | feel the regular competition will force that. We 
have had large companies as suppliers of our chief raw materials 
all our life and we have never had any troubles that could be ascribed 
to our being small. The customer is usually in the driver’s seat. 

Mr. Bennerr. And after all, the antitrust laws help you there to a 
certain extent, too, I presume? 

Mr. Morss. Yes. Of course, they do, but they would only be neces- 
sary in exceptional cases. Producers pay great attention to customers. 

Mr. Buanprorp. That is all. 

Mr. Suarer. Any further questions? 

Mr. CunnrNouam. I would like to ask one question. 

Mr. Suarer. Go ahead. 

Mr. CunnincHam. Assuming that all the successful bidders are 
the largest manufacturers and producers and then at the same time 
assume again that all of them are the small ones, in which case would 
security and the defense of America be better served in the event of an 
all-out war? 

Mr. Morss. If it was all either one or the other? 

Mr. CunntncHam. Yes; if it was all large or all small, which could 
better serve the security and defense of America ? 

Mr. Morss. I think you would find a greater technical competence 
in the large companies taken as a whole than in the small companies 
taken asa whole, and that that would better serve. 

Mr. Cunnincuam. That is all, Mr. Chairman. 
Mr. Suarer. Thank you very much 
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Mr. One more. 
_ You have no fears of any monopolistic abuses that may follow this 
disposal program / 
Mr. Morss. No, sir; I don’t have. 
Mr. SHarer. Thank you very much. 
The committee will recess until 10 o'clock tomorrow morning. 
(Whereupon, at 11:40 a. m. Thursday, June 4, 1953, subcommittee 
was adjourned to Friday, June 5, 1953, at 10 a.m.) 


Hovust or Representatives, 
Suscommirrer No. 1, or THE 
CoMMITTEE ON ARMED SERVICES, 
Washington, Friday, June 5, 1952. 

The subcommittee met at 10 a. m., Hon. Paul W. Shafer (chair- 
man of the subcommittee) presiding. 

Mr. Suarer. The committee will come to order. Inasmuch as the 
House meets at 11 o'clock this morning, we may be cut off rather 
early, but we will get started and do the best we can. 

I believe Mr. Thomas of the Phillips Petroleum Co. is the first 
witness 

Mr. Buanprorp. Excuse me [aside }. 

Mr. Suarer. Mr. Tracy, of the Esso Standard Oil Co. 

Mr. Buanprorp. Mr. Chairman, before Mr. Tracy testifies, I would 
like to read into the record a letter from the Western Rubber Co., en- 
dorsing H. R. 5425, a letter from the vice president of the Acushnet 
Process Co., or a telegram, endorsing H. BR. 5425; a telegram from the 
Faultless Rubber Co., of Ashland, Ohio, endorsing H. R. 5425; like- 
wise, a letter from the Dryden Rubber Division, endorsing H. R. 5425; 
and a letter from the chairman of the board of the Midwest Rubber 
Reclaiming Co., endorsing the purpose of the bill and asking that 
the chairman be recorded as being favorable to the purposes of the bill. 

Mr. Suarer. Without objection. 

(The statements referred to are as follows:) 


WESTERN Co., 
June 3, 1953. 
Hon, Paunt W. SHAFER, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN SHAFER: A copy of H. R. 5425 has just been received, and 
I want to add my word of commendation to the many similar expressions you 
must be receiving. You have done a fine job, and I trust your bill will find a 
smooth course through the legislative procedures. 

I should like to raise one question relative to the last sentence of section 3 (a). 
There are hundreds of small manufacturers of rubber products who have 
neither the resources nor the experience to engage in the production of crude 
synthetic rubber. Yet, these manufacturers are vitally interested in the main- 
tenance of sources of synthetic rubber which will not discriminate in favor of 
large companies who might produce their own rubber. 

Perhaps it would be possible to change the words “rubber or petroleum indus- 
try” to “rubber producing or petroleum industry,” and thus permit the smaller, 
nonproducing rubber manufacturers to be represented on the commission. 
Although it is improbable that any rubber manufacturer, however large, would 
discriminate to his own advantage in either price or quality, it would be ruinous 
to the many small manufacturers if that should occur. Surely no group would 
be more careful to insure thoroughly competitive conditions than those whe 
might otherwise lose their sources of supply. 
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Your attention to this aspect of the rubber disposal procedure would be appre- 
ciated by all who believe that the rubber industry should be returned to a 
completely free enterprise status. 

Cordially yours, 
W. T. STacrer. 


JUNE 2, 1953. 
Hon. W. SHAFER, 
House of Representatives. 

We are wholeheartedly in accord with your bill for disposal of synthetic 
rubber plants H. R. 5425. The rubber industry is indeed fortunate that there 
is a member of Congress who so thoroughly understands its problems. 

ACUSHNET Process Co. 
T. W. Casey, Vice President. 


ASHLAND, On10, June 2, 1953. 
Hon. W. SHarer, 
House of Representatives. 

Regret exceedingly inability to attend scheduled hearings on synthetic rubber 
facilities disposal bill. However, we sincerely believe that this bill is the proper 
solution to the problem of disposal of Government-owned synthetic rubber plants. 
As one of the small long-established and independent rubber companies, we have 
every confidence that the operation of synthetic rubber facilities by private in- 
terests will benefit the industry and that our ability to procure the necessary 
types of synthetic rubers will not be impaired. 

We would be pleased to have this telegram placed in the record in support 
of your bill. 

THE FAULTLESS RusBBER Co. 
T. W. MILLER, Jr., President. 


Cuicaco 24, May 29, 1953. 
Hon. Pau. W. SHarFer, 
House of Representatives, Washington, D. C. 

Dear Mr. Suarer: I have read your bill recently introduced in the House of 
Representatives, which it is understood has been referred to the Armed Services 
Committee, pertaining the the disposal of Government-owned synthetic rubber 
facilities. I have likewise read your speech in the House of Representatives on 
May 26, 1953, briefly analyzing and summarizing the various measures and steps 
proposed in such legislation. 

While it is not my wish to be heard personally before the Armed Services 
Subcommittee, I do desire to express to you and the other members of your 
committee my thinking that it will be extremely difficult to write a bill that will 
satisfy the many interests of this very large industry. But, in general, it appears 
that along broad lines your bill is quite satisfactory in settling forth the provi- 
sions and purposes desired. 

It is my belief that this is a good bill and handles the problem desired, which 
is some form of legislation that will establish a vehicle to enable a change in 
operation from Government control to private industry. 

If you wish to use this letter as a part of your records pertaining to this matter, 
please feel privileged to do so. 

Yours very truly, 
DrypEN Rusper Diviston, SHELLER MANUFACTURING CorP. 
O1Iver G. VINNEDGE, Vice President. 


Lerrer From WILLIAM WELCH, CHAIRMAN OF THE BOARD OF THE MIDWEST RUBBER 
RECLAIMING Co. 


My name is William Welch. I am chairman of the board of the Midwest 
Rubber Reclaiming Co., a Delaware corporation operating plants in Barberton, 
Ohio, and East St. Louis, Ill. Another rubber-reclaiming plant is being built by 
our company at Paramount, Calif., and this plant should be in operation on or 
before January 1, 1954. 

The company of which I am chairman is the largest independent rubber-re- 
claiming company in the United States. It has no affiliation with any other 
company, manufactures no finished rubber products, being engaged solely in the 
manufacture of the raw material commonly known as reclaimed rubber. 
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Reclaimed rubber is manufactured by about 20 companies in the United States. 
A majority of these companies would be classified as small business, but the 
industry is not small. At the present time the rubber-reclaiming industry pro- 
vides about 20 percent of the total tonnage of rubber used in the United States. 
In times of stress this has gone about 3314 percent. It is an industry in which 
the investment in dollars is large and in which several thousand people are 
employed. 

For more than 10 years the rubber-reclaiming industry has operated in an 
unfavorable business climate. More than 10 years ago we enlarged our plants 
by more than 20 percent, at the urgent request of Rubber Director William Jef- 
fers. We recognized this at the time as an overexpansion to meet a temporary 
situation with the probability that we would suffer from it later. No Government 
funds were made available to us for this expansion. While our product was in 
excessive temporary demand, price ceilings often made adequate profit impossible. 

For a long time the Government was the sole owner of our raw material, scrap 
rubber, and we were forced to buy grades we didn’t want and couldn't use in 
order to obtain those we needed. We were very glad that our industry bridged 
the gap between the period when the natural-rubber-producing area of the Far 
East was in the hands of the Japanese and the time when the synthetic-rubber 
industry became productive. 

With the end of World War II and the rehabilitation of the plantations to 
almost normal production, there was too much rubber in the world. The Goy- 
ernment became immediately concerned with the destiny of the synthetic rubber. 
There is no substantial evidence that the Government felt much concern about 
the overexpanded rubber-reclaiming industry. 

Legislation and regulations to keep the synthetic-rubber industry alive and 
functioning provided for required use of synthetic rubber in all tires and in most 
other products. 

Required use of synthetic rubber reduced the consumption of reclaimed rub- 
ber. Required use of any product adversely affects the use of a competing prod- 
uct not subject to the same favorable treatment. The reclaiming industry did 
not oppose the legislation which provided required use of synthetic rubber, be- 
lieving such legislation to be temporarily in the publie interest. 

It is pleasant to state that no rubber-reclaiming company suggested that re- 
claimed rubber be subject to required use. The members of the rubber-reclaim- 
ing industry were content with the fact that Government ownership of the syn- 
thetic-rubber industry and required use were temporary expedients. 

Legislation designed to effect the sale of the Government-owned synthetie- 
rubber plants promises to give to the rubber-reclaiming industry, for the first 
time in many years, the opportunity to sell its product without handicap. 

With the synthetic-rubber industry in private hands, we will have this 
situation: Three rubber hydrocarbons will be available to all rubber manufac- 
turers—natural rubber, synthetic rubber, and reclaimed rubber. Each will be 
produced under private auspices. 

There will be no required use, no subsidy, and no Government price fixing. The 
producer of each of these commodities will be a taxpayer, either in the United 
States or abroad. The producer of each product will be motivated by the profit- 
and-loss theory of operation. At long last the judgment of the market place 
will replace artificial market influences. 

For my own company we favor the purposes of the proposed legislation sug- 
gesting only such legislation safeguards— 

1. That the synthetic rubber facilities pass to their new owners at realistic 
prices. This is important if we are not to be taxed unduly to make up an 
unnecessary deficit. 

2. That the method of disposing of these facilities, so far as possible, be 
simplified so that the sale and delivery can be accomplished at an early date. 

We offer no objections, of course, to such conditions of sale as may be deemed 
necessary to assure the Government of the ability of the industry to produce 
the necessary volume of synthetic rubber in the event of war or threat of war. 

I have read the bill introduced by Representative Paul Shafer entitled “A 
bill to authorize the disposal of the Government-owned synthetic-rubber facilities, 
and for other purposes.” 

I am not qualified to comment upon the provisions of this bill section by 
section. The purpose of the bill, however, is in harmony with our company’s 
wishes to see the synthetic-rubber industry in private hands; and I would like 
to be recorded as being favorable to the purposes of the bill. 
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Mr. Suarer. Mr. Tracy. 

Mr. Tracy. Good morning, sir. 

Mr. Suarer. Glad to have you with us. 

You have a prepared statement ? 

Mr. Tracy. Ihave, Mr. Chairman. 

Mr. Suarer. You may proceed now. 

Mr. Tracy. My name is O. V. Tracy. I am general manager of the 
chemical products department of the Esso Standard Oil Co. and 
president of its affiliate, Enjay Co., Inc., which markets chemical 
products derived from petroleum. I and representatives of affiliated 
companies have in recent years made several appearances before con- 
gressional committees dealing with the problem of synthetic-rubber 
plant disposal. Our opinion that it is in the national interest that 
the Government sell the synthetic-rubber plants to private business is 
well known. 

We are deeply interested in the progress of synthetic-rubber devel- 
opment and production in the United States. We know that the first 
consideration of your committee is, as it should be, national security, 
and that you wish to implement the policy which has been expressed 
by the Congress to assure the development within the United States 
of a free competitive rubber industry. 

My company believes without reservation that it is in the public 
interest, as well as in its own interest, that the synthetic-rubber busi- 
ness. as well as all other business, receive the full stimulation of active 
competition. 

As we have testified previously, the interest of our company, an oil 
company, in the development of synthetic rubber extends back for 
nearly a quarter of a century. This interest has stemmed primarily 
from two considerations : 

(1) The market for gasoline is dependent wpon the availability 
of automobile tires; (2) petroleum fractions are a logical material 
from which to make synthetic rubber. Our primary interest is in 
butyl rubber, which was invented in the laboratories of Standard 
Oil Development Co. in 1937. 

We have been waiting to get back into the butyl rubber business 
for 11 years, ever since the butyl plant we had started to build 6 months 
before Pearl Harbor was turned over to the Government in the 
interest of the war program. This is one of the reasons why we have 
continued to spend our own money on research in butyl application 
and in customer service. 

I would like at this time to pay tribute to the splendid job which the 
Rubber Reserve Company and its successors, the Synthetic Rubber 
Division of the Reconstruction Finance Corporation, has done in spon- 
soring the national synthetic-rubber program in the war years and 
since. 

The report, presenting a program for disposal of rubber-produc- 
ing facilities, prepared by Mr. Yohalem and submitted on March 1, 


1953. by Mr. McDonald to the President and to the Congress, seems 
to us to maintain the excellence of the RFC record. The plan of dis- 
posal suggested in the report, with some modifications, is, in our 
opinion, a practical basis for legislation to complete the objectives of 
the Rubber Act of 1948, as amended. 

While thus giving well-earned credit to our Government officials, I 
would cal] attention to a fact sometimes overlooked. The Govern- 
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ment supplied the cz we to build the rubber facilities and coordi- 
nated their operation, but the Government agency has been completely 
dependent upon private companies for processes, plant design, plant 
construction, and plant operation, without which the program could 
not have been carried on. Therefore, without wishing to minimize 
in any way the importance of Government capital, as well as the 
fine work of Government personnel, we think it pertinent to your 
considerations to recognize that it was the existence, before war came 
upon us, of private companies with significant achievements in re- 
search and development and who were organized and staffed to do 
the job for the Government, which made the whole program so 
successful. 

These companies attained their competence to do this job under the 
stimulus of a peacetime system of private competitive enterprise be- 
fore Pearl Harbor. They carried on under the stimulus of war nec- 
essity with but little of the profit incentive which must be recognized 
us anessential feature of the successful American business system. 

The Rubber Reserve officials may well have had in mind the key 
importance of the profit incentive to America’s future progress when 
they concluded that-— 
because national security considerations permit the complete severance of the 
sovernment’s ties with synthetic rubber production, the facilities should be sold 
outright. 

We recall that in past Rubber Act legislation, no action on the sale 
of the butyl plants was taken, largely because it was not considered 
timely to dispose of the GR-S plants. ‘Therefore, even if, as we hope 
will not be the case, 2 plan is not concluded at this time for disposal of 
the GR-S and butadiene facilities, we specifically recommend disposal 
of the butyl] facilities. 

In this connection we call your attention to the fact that Govern- 
ment disposal of its neoprene and styrene plant facilities shortly after 
the war’s end turned out to be a wise move. The companies who had 
built and operated these plants bought them and have expanded the 
supply and industrial application of the products. We believe that 
in case of a war emergency, the existence of an actively competing 
business in them will be of more value to the Nation than would have 
been the case under continued ownership of the plants by the 
Government. 

Because of the possibilities we believe to exist of further develop- 
ment of the inherent properties of butyl, we are confident that the 
production and uses of this type of synthetic rubber will expand to 
an even greater extent under private ownership. 

Apparently Esso Standard Oil is not alone in this estimation of 
butyl rubber’s future. As you gentlemen may know, our affiliate, the 
Standard Oil Development Co., has already two companies to oper- 
ute under its butyl rubber patents—one in Canada with a plant now 
in operation and, seckdenselty; selling part of its output in the United 


States, and one in the United States. 

Furthermore, three other major companies have indicated interest 
in the manufacture of butyl rubber, and have requested information 
concerning the terms of a license. In addition to the license, the 
Standard Oil Development Co. has offered to provide all the accumu- 
lated know-how required to start up and operate a new butyl rubber 
plant. 
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I might say that those of us who are most familiar with the poten- 
tialities of butyl rubber feel that more plants will be urgently needed 
to meet the accelerating demands for it. 

Surely, all butyl facilities—those now Government-owned and those 
projected by private companies—should be privately owned and 
operated, marketing their output under full and free competition. 

We subscribe to the principles of the Shafer bill recently intro- 
duced for the disposal of Government-owned rubber facilities that 
(1) the Government should realize the full fair value of each facility, 
and (2) the facilities should be disposed of in such manner as best 
provides for fair and effective competition in the production and 
marketing of all forms of synthetic rubber and their components. 

In addition to these principles, we believe that the national se- 
curity will be best served by requiring that the purchasers of these 
facilities have the technical ability and willingness to continue an 
aggressive policy of research and development to the end that new 
and better rubbers will become available for strengthening the coun- 
try’s future position. 

In addition to the provisions in the bill, we would like to make 
a few suggestions which, in our opinion, would minimize the possi- 
bility of misunderstanding when the time comes to actually submit 
bids: 

(1) The bill stipulates that the Government should receive a fair 
price for the facilities. We believe that an engineering appraisal 
made by a competent independent engineering firm for the RFC 
would undoubtedly be one of the guides which the Government would 
want to consider in arriving at its concept of the fair value of the 
facilities. 

(2) We also believe that the bill leaves uncertainty in respect to 
the awarding of bids. We believe that if the highest bid for any 
facility is equal to, or above, the Government’s appraised fair value, 
it should be accepted without further negotiation as to price. Lower 
bids should be considered only if the disposal agency is unable to 
negotiate a satisfactory contract of sale with the highest bidder. 

If the highest bid is lower than the Government’s appraised value, 
the Government should open negotiations with the highest bidder 
for the facility in an effort to arrive at a fair price. 

If such negotiations lead to agreement on a price, which the dis- 
posal agency finds is satisfactory, such bidder would have the option 
to buy at that price. Upon failure of such bidder to exercise this 
option, then the next highest bidder should be offered an opportunity 
to a ge and so on. Where negotiations cannot be satisfactorily 
completed, the recommendation of the RFC report should be fol- 
lowed; that is, the plants should be shut down and put in standby 
condition. 

(3) We believe that the bill itself should contain the required se- 
curity clause, in order to narrow the field of subsequent negotiations. 
We suggest that the following would adequately protect the national 
interest and in addition be acceptable to any purchaser of these 
facilities: 

The facilities to be disposed of must be maintained in such condi- 
tion during the first 5 years following the sale that they are capable of 
producing their rated capacity within 90 days and for a succeeding 
period of 5 years not less than 60 percent of their rated capacity, un- 
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less the purchaser provides equivalent plant capacity for the produc- 
tion of the required volumes of an alternate material of the same or 
improved quality. 

Should the Congress direct the disposal of the butyl plants, Esso 
Standard Oil Co. proposes to make a bid for the facilities at Baton 
Rouge, La. 

Mr. Chairman, I appreciate the time and the opportunity to appear 
before you, and I would like to add one thought to my prepared 
statement, and that is that we thoroughly concur with your position 
that the present plant operators should have no vested right in these 
facilities. We think that they are all part and parcel of a competitive 
system. They are owned by the Government and they should be 
made available to anyone who wants them. 

Mr. Suarer. But at the same time you agree that those who do 
bid should have the technical know-how to operate the plants 4 

Mr. Tracy. I think it would be vastly unfortunate if they didn’t. 

Mr. Suarer. And you think that this is the right time to dispose 
of the plants, for the Government to take action. 

Mr. Tracy. If I was going to sell a house or a horse, I would want 
to do it when everybody wanted that same horse. It seems to me 
under today’s circumstances, with the plants in full operation, you 
couldn't find a better time. 

Mr. Suarer. Well, isn’t it true that the longer we wait to do this 
job, the more difficult it is going to be to sell these plants at any price 
where we can recover something for the taxpayers. 

Mr. Tracy. I think the taxpay ers are entitled to the money just as 
fast as they can get it. 

Mr. Suarer. T appreciate your suggestions here and the stipulation 
that vou suggest. It has a great deal of merit and I assure you the 
committee will give that very serious consideration. 

Mr. Tracy. Thank you very much, Mr. Chairman. 

Mr. Suarer. Mr. Doyle, do you have any questions ¢ 

Mr. Dorie. Yes. I generally do have a question or two when I 
feel I have an expert before me on any subject. 

Mr. Suarer. Well, you have one here, all right. 

Mr. Doyte. I notice, on page five, paragraph beginning with “We 
subscribe,” vou set forth there that the Government should realize 
the fair value of each facility and the facility should be eg of 
in a manner so as to provide fair and effective competition id you 
make those two basic statements intending to incorporate therein the 
conditions upon which President Eisenhower specified they should 
be sold ¢ 

Mr. Tracy. Yes. 

Mr. Dorie. What about the problem of monopoly which he 
specified ¢ 

Mr. Tracy. We don’t anticipate any problem of monopoly with 
the present type of synthetic rubber, which is all competing for an 
expanding market. And the challenge to continuing aggressive re- 
search, which is sure to produce a better and better rubber each day— 
I can give you a pretty good example of that, Congressman. 

When we first put butyl rubber on the market, we sent it around to 
be evaluated by some of the larger rubber companies. Most of them 
said it was not much good, but one of them said it might be worth scrap 
rubber if we are lucky. At the beginning of the war, the price of 
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butyl rubber was lower than any of the other synthetic rubbers because 
it was harder to process and it didn’t have the qualities needed. 

Now the continuing efforts to put that today in a field where I 
believe the challenge is natural rubber or any of the GR-S rubbers, 
any type of rubber, or any new one that will come along: We think 
the only way you can accomplish that is by this free competitive 
system, to go after the best you can get. And the best monsetrap is 
going to get the largest number of customers. 

The market is open. We feel it is free, and we hope that additional 
butyl plants will be built. 

Mr. Dorie. You believe, do you, or do you not so believe, that the 
President enumerated at least three of the fundamentals that must 
be carried forward in any projected sale? Your answer is what? 

Mr. Tracy. Yes. 

Mr. Doyrtx. What conditions exist now in our country and in the 
world that make it now an opportune time to sell these plants to private 
industry, wherein a few years ago, when the sale was proposed, the 
favorable conditions did not then exist for sale? 

Mr. Tracy. I think that is a development and a continuing develop- 
ment of this competitive system we live under. In 1948, and 1947, 
when this committee made a tour of the plants, it was generally 
understood that GR-S, as it was then constituted, simply could not 
compete with natural rubber, that there was no possibility of continu- 
ing use. I remember here in Washi:gton at a chemical engineering 
symposium one of the representatives of the larger rubber companies 
mentioned GR-S as the outmoded weapon of World War II. 

The developments that have gone on since then have made it today, 
I think, fully competitive with natural rubber and the only way to 
fill up this pipeline that we need to maintain an expanding economy 
and make ourselves completely independent of natural rubber imports. 

Mr. Doyte. Calling your attention to your statement on page 3— 
and I know, Mr. Chairman, that you realize that one reason I am 
asking these questions, which I believe are pertinent, is that I know 
we are all trying to make a record such that our colleagues in Congress, 
when the matter comes to the floor 

Mr. Suarer. Yes. 

Mr. Dorie. That the printed record will contain the material 
answers. 

Mr. Suarer. That is right. 

Mr. Doyuie. So I make it clear to you, and any other witness that I 
question, I want the record to speak clearly whatever the facts are, 
even though I may think I know part of the answer. 

Calling your attention to paragraph 3, beginning at line 4, you 
say: 

But the Government agency has been completely dependent upon private 
companies for processes, plant design, plant construction, plant operation, with- 
out which the program could not have been carried on. 

Well, not to be argumentative, but merely to make an observation 
which I think ought to be in the record, too, granting that you have 
complimented Government on its part—of course, Government could 
have employed in its own name these experts to do this work. 

So that private management would not have had a management fee 
for doing the work. In other words, the work could have been done 
on Government salaries, could it not? 


. 
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Mr. Tracy. It could have been done on Government salary. It 
can be done by Government, but I think the American system, as com- 
yared with any other government or any other political economy that 
oe ever existed has been based on the profit motive, that the research 
to be carried on simply can’t be done by employing somebody to invent 
something. 

Inventions stem from years of effort, from background of informa- 
tion, and have often come out completely unexpec “tedly. A develop- 
ment program is not something you pick up overnight, as you know, 
Congressman. It took us 12 or 15 years to work on butyl rubber 
before we had the first pound of it. 

I think in one of the testimonies, Mr. Greenwald, of du Pont, cited 
the expenditure that went in to make the first pound of ny lon, the 
years of effort. And it is a complete gamble. You just can’t hire 
someone to develop nylon or butyl rubber or GR-S, or any of the 
other new products. You have to build it up through years of effort, 
training, and background of accumulated experience, that, as far as 
I know, is simply not available in a Government agency. 

Mr. Doyie. Of course, I cordially agree with you, that private 
initiative is fundamental under our capitalistic system and I think 
is the greatest producer. But I do feel that the record ought to show 
and emphasize the fact that you do compliment Government on the 
part it has played in this development. Because, after all, it is your 
Government and the Government of all of us. 

Mr. Tracy. We think it is the teamwork of industry and of Gov- 
ernment and of scientists in the universities and otherwise that have 
made this economy what it is. 

Mr. Doyie. I can’t help but observe here that it was only Govern- 
ment that was willing to make the risk investment. 

Mr. Tracy. No, sir; I challenge that. 

Mr. Doyte. Or had the money to make the risk investment. 

Mr. Tracy. For the time—time was of the essence in this particular 
material. Companies were already then operating synthetic-rubber 
plants, but, again, outside of the impetus of the war emergency, where 
you had to have it or else, you simply had to dump them on the end 
with the hope that it would be successful. We had no assurance in 
the spring of 1942 that this was going to be the answer. We hoped 
it would and we had the technical competence that gave us that head 
start. 

Mr. Suarer. And because of the emergency, Mr. Tracy, we spent 
a lot more money than would have been necessary under normal con- 
ditions to establish these plants. 

Mr. Tracy. Mr. Congressman, we did that, in the case of the butyl. 
We dumped a lot of money a lot faster than a normal development 
would have been. I might say that the cost to these companies far 
exceeds any return that they have gotten monetarily from these opera- 
tions of any of the plants that are in the program, those that have 
carried on research. 

You just don’t get your money back that you spend for research, 
for management fees. 

Mr. Doyir. I was going to ask you on that very point because I 
know Member of Congress not on this subcommittee will want to 
know what the fact is. Private industry has been pretty well paid, 
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hasn't it, under this management contract arrangement for doing the 
portion of the work that private industry did do so handsomely ¢ 

Mr. Tracy. I will say from the standpoint of the only company 
with which I am familiar that the management fee that we have re- 
ceived through the years of operating the butyl plant at Baton Rouge, 
and at one time the butadiene plant, is very much less than our ex- 
penditures in supporting that program in our own picture. 

Mr. Dorie. Now, another question directed for the 
having the record show clearly whatever the fact is, because I antici- 
pate that such a question will be asked. The Esso Co. that you so 
ably represent, or the Esso Development Co., or Standard Oil De- 
velopment Co., rather: The nature of your patents which you have 
developed are such, are they not, that the Standard Oil Development 
Co. will have, if it doesn’t now have, a monopoly in the field of butyl 
rubber ¢ 

Mr. Tracy. I am not too familiar with the panes laws, but it 
certainly is my understanding that the patent laws provide for a 
ei They allow the inventor for 17 years to realize the fruits 
of his invention. 

Now, actually, from the standpoint of the butyl rubber patents, 
we think the field there is just way beyond the scope of any one com- 
pany to maintain the capacity that I would anticipate would be re- 

uired. 

. And we want to get people into business. We think that is going 
to be in the long run the most versatile of the rubbers that we know 
of today. 

Mr. Dorie. Of course, the sort of monopoly that I refer to is the 
sort of monopoly which, by virtue of the circumstances would not 
encourage free competition. 

Mr. Tracy. I don’t think that anybody that I know of has a monop- 
oly on brains, Congressman Doyle, and I think that the mere fact 
tht our affiliate may have some patents is not going to stop somebody 
else from going after that field even more aggressively. That, again, 
isa play of free competitive enterprise. 

Mr. Doyte, I think my final question, Mr. Chairman, may be— 
if I understand the import of your point 3, on page 7; perhaps you 
3 suggestions contained on pages 6 and 7—that would mean, as 
T understand it, that even though Government concluded it was not 
getting a fair price under fair terms, nevertheless the plant should 

ve shut down by Government, and Government get out of the busi- 
ness. Is that your recommendation ? 

Mr. Tracy. If I understand your question correctly, Congressman 
Doyle, the plants that are now available for sale should be sold at a 
price fair to each other and relative to each other, that if one plant is 
sold at a very low price, it will not only be unfair competition to the 
man who has the opportunity to acquire it at that price, but will also 
effectively delay or postpone the building of new Slonta which, in the 
long run, I am convinced are urgently needed. 

We have to encourage new construction by maintaining a basically 
sound price for any facility sold, so that a man can build a new plant 
today and compete fairly with any of the existing plants. 

Mr. Dorie. Well, if I may elaborate my question: Then assuming 
that you didn’t understand it because it was rather brief for such a 
big subject, let’s assume that the agency or Commission authorized 
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to try to negotiate these sales concludes that it can’t obtain a fair price 
as one of the conditions enunciated by President Eisenhower or there 
are some other material conditions that enter into it, so the Commission 
or agency says, “No deal, we can’t sell, in fairness to the taxpayers,” 
or suppose they recommend a sale and then it comes to Congress and 
Congress says, “No deal,” because it is not fair. Assuming, there- 
fore, that Congress wouldn’t approve it and there would be no sale 
that Congress would approve; would you, nevertheless, say that Gov- 
ernment ought to close down the plants or that they should operate 
them ? 

Mr. Tracy. If there is no sale, you could not afford today to close 
the plants. You would shut down the American economy. We are 
using eight-hundred-and-some-thousand tons of GR-S today in our 
normal, everyday business, plus the four or five hundred thousand 
tons of natural rubber, plus around 100,000 tons of butyl and the 
60,000 tons of neoprene and any of a number of things. 

If you shut the plants down, no. If the Congress wants to keep 
these plants in Government hands, then let’s have it known that they 
are. But then you have to cross the bridge as to whether you want 
to continue now to spend more money. These plants in time will 
become obsolete. Do you intend to run this business only by Govern- 
ment? If you close them down, only those plants which are not eco- 
nomically sound, I think this program will go on very much faster 
because I know that there are at least some companies that have put 
in and will have a great incentive to put in new capacity. 

The bill provides that the alcohol-butadiene plants today supply 
over 100,000 tons of uneconomical butadiene. You are going to have 
to replace that capacity in the long run. If the Government gets out 
of the business, private industry will certainly pick up that challenge. 
There is no question about that. 

Mr. Dorie. Then, in how many years would the plants, generally 
speaking, become obsolete ? 

Mr. Tracy. That, again—they will become obsolete a great deal 
faster if they are sold, because it will be a lot more competition in new 
rubbers. Almost every day you read of some new one coming out. 

Mr. Dorie. Well, for the record, again, if Government had to re- 
place and rebuild or repair these plants, if Government continued to 
own them and operate them, within approximately how many years 
would Government have to make a capital investment because the 
plants were obsolete ? 

Mr. Tracy. The basis of the most recent estimates of rubber demand 
that I have seen indicate that somebody ought to be building addi- 
tional capacity today to take care of the 1955-57 normal requirements. 

Mr. Dorie. Yes, but you answer as to additional capacity. 

Mr. Tracy. Or replacement of existing facilities. 

Mr. Doyte. I am asking as to the replacement or repair of these 
present, existing plants. 

Mr. Tracy. Your normal plant-maintenance program keeps a plant 
running. The thing that makes a plant today obsolete is technological 
obsolescence. Physical deterioration of a plant that continues to run, 
may run forever. The pullman car of 1860, if they kept repairing it, 
would still be running today. But you wouldn’t get very many people 
to go in there under their freedom of choice. 
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Mr. Doyie. May I ask this concluding question, Mr. Chairman: 
In mat manner, assuming the Government sells to private industry 
first, will the possible purchaser, described as small purchasers, or 
groups of small purchasers, who would get together in some organ- 
ization and make purchases—is it practical to be thinking that small 
purchasers or so-called independent buyers may have a chance to 
competitively enter this field to buy these plants? 

Mr. Tracy. You have asked, I think, about a $64 question, Congress- 
man Doyle. This business, just by its very nature, is not small busi- 
ness. I think Mr. Yohalem very effectively stated that position, that 
you can’t pick up an investment that runs somewhere around five or 
six hundred million dollars and call it small business. There is a 
place for small business. If you make a pound of rubber in one of 
these plants, the conversion of that rubber into a fabricated rubber 
goods, the marketing of those fabricated rubber goods, and the use 
of it, spreads over our entire economy and there is the position, in my 
opinion, where the economy has a place for both large business and 
small] business. 

The financial responsibility not only to run these plants, but when 
times are rough, when the market shrinks, as it is sure to do from 
time to time, in again the free play of competitive enterprise, you have 
to be able to continue to develop and improve and expand your mar- 
kets. You simply can’t do it unless you have a background both of 
experience and the financial backing that keeps your head above water. 

Mr. Dorrie. Are you familiar enough to have an opinion as to 
whether or not the present—because I believe you are not a lawyer-——— 

Mr. Tracy. No. 

Mr. Dove. As recall it. But froma practical standpoint in your 
extensive experience, are you able to have any opinion which you can 
give us as to whether or not the present antitrust laws are adequate 
in the field of monopoly or antitrust violations to protect against this 
becoming a monopoly which would freeze out competitive production 
of synthetic rubber. 

Mr. Tracy. I could beg at least the privilege of not having to answer 
the first half of your question because I certainly am not qualified to 
that extent. I will say that this industry today is highly competitive. 
The companies that are running these plants for the Government are 
about as aggressive in the competitive field as I know, in research and 
in development. 

The testimony the day before yesterday indicated that each one of 
these plants today are turning out various qualities of rubbers. They 
are doing it because somebody thinks that one quality for his own pur- 
poses is better than the other. Now that is, again, the challenge of free 
enterprise. 

Now to me there is no possibility of a monopoly in a business so 
widely diversified and passed around to so many companies as are 
represented in what is today the American synthetic-rubber industry. 

Mr. Doyur. I have already had two members who are not on this 
committee say to me “Clyde, make sure whether or not a pilot plant 
by Government is still essential, even though the other plants are sold 
to private industry.” 

What is vour answer? 

Mr. Tracy. A pilot plant, Congressman Doyle, as we define a pilot 
plant, is a step between the Jaboratory test tube and the risk of a large 
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amount of money to capitalize on a development. A pilot plant, as I 
think—if you refer to the Akron pilot plant—is merely a mechanism 
to develop a better rubber that can be used in a large scale. It is re- 
search on an expensive scale. And under the circumstances, I can’t 
see any possible reason for the Government maintaining a research 
organization or to try to operate pilot plants when the industr y today 
operates them by the hundreds in this particular industry that I know 
of. 

Mr. Doytr. Is there any area within which Government should an- 
ticipate operating if these plants are sold to private industry ¢ 

Mr. Tracy. In the svuthetic rubber field, Congressman ¢ 

Mr. Doytr. In this field. 

Mr. Tracy. I feel that private industry has already established its 
record. All of these processes came from there. The Government 
has spent a lot of money on research, but to the best of my knowledge, 
every one of the new developments have stemmed entirely in the lab- 
oratories of private industry. ‘They have been carried on and dem- 
onstrated in these Government-owned pilot plants. But to my knowl- 
edge. all of the developments that have made this industry what it 
is today stems from private laboratories and research financed from 
the earnings of these companies. 

Mr. Dorie. Why wouldn't our national defense be jeopardized 
if these plants are all sold to private industry ¢ 

Mr. Tracy. I tried to cover that. Congressman, in my statement 
when I indicated that those plants that were sold are better, more 
competitive and higher capacity today than they were at the time 
the Government sold them. I cite the neoprene plant as an example. 
I cite the styrene plant. 

I would say that had it not been for (rovernment ownership over 
the past 5 or 6 years, that there would have been at least one and 
possibly more butyl plants built, net only for butyl but for other com- 
ponents, improved qualities that could be put in there. 

Mr. Dorie. Thank you very much. Thank you. Mr. Chairman. 

Mr. SuaArer. All right. Clyde. 

Mr. Bennerr. I would like to ask two questions if I can. One 
was, awhile back in vour testimony you said something aleng this 
line: 

The amount recovered from the Government or received from the Government 
was exceeded by our own contributions to the program. 

You remember when you made that statement ? 

Mr. Tracy. Yes, sir. 

Mr. Bennetr. Well, I would like a clarification on that. You mean 
by that that your company had made a gift to the Federal Govern- 
ment, or that you had invested money from which you expected to 
get returns for your stockholders? 

Mr. Tracy. We invested money from which we had confidently ex- 
pected to get money in return for our stockholders, and also to pay 
the Federal income tax collector from it. 

To cite that, the cost of development of butyle to the Standard Oil 
Co. has exceeded $12 million. That is not a gift to the Government. 
We expected—as a matter of fact, we had started to build this pest 
and we expected to expand it as time came on to the limit of our ability 
to produce. Beyond that, we want somebody else in the business to 
expand it. 
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Mr. Bennett. The other question I wanted to ask—first, perhaps if 
I can I would like to ask Mr. Blandford a question. Doesn’t the bill 
which we have now before us provide for the continuation of a pilot 
plant and a research laboratory at Akron ? 

Mr. Bianprorp. That is correct, Mr. Bennett. The laboratory at 
Akron will be continued. The only point in issue will be who will 

ay for the operating expenses. It was our opinion that that should 
be by direct appropriations, so that the Government and the taxpayers 
would know exactly how much money is being spent and that they 
should justify the appropriations themselves. } 

Mr. Bennerr. The next question and the final question I would like 
to ask you, then, Mr. Tracy: I judge from your answers to the ques- 
tions which have been previously asked you that you would not be in 
favor of retaining the Akron pilot plant and research laboratory ; is 
that your answer ? 

Mr. Tracy. My answer from the taxpayers’ standpoint is that you 
don’t get your money back from that kind of an expenditure. 

Mr. Bennetr. And do you feel from the standpoint of national de- 
fense that it is wasteful for us to spend that money in that field of 
national defense when the private enterprise would be doing the 
same thing—would be taking care of national defense through their 
own pilot plants? 

Mr. Tracy. In the field where private industry operates, and cer- 
tainly that is the synthetic rubber and the rubber field in general, I 
don’t see any reason at all for Government to finance a research = 
gram when you have the industries that are represented and will be 
represented here before your committee that are, all of them, after the 
dominating positions in this thing just by getting a better product 
und making it available to the public. 

Mr. Bianprorp. Mr. Bennett, I might add something to that. 

Mr. Bennett. Yes. 

Mr. Bianprorp. This committee the other day took a unanimous 
position in recommending that the Government get out of the fleet 
testing station in Texas, on the theory that that was—that private 
industry was doing its own testing and there was no justification for 
the Federal Government to be duplicating it. 

Mr. Benner, That is the only questions I had. 

Mr. Puitern. But the Federal Government initiated the testing. 

Mr. Bianprorp. Yes, but each of the private companies do their own 
testing. 

Mr. Puts. They are doing it now. They didn’t do it when it was 
most needed. 

Mr. Bianprorp. During the war. 

Mr. Yes. 

Mr. Bianprorp. Of course, the theory, in connection with Mr. Kyes’ 
testimony one time or another before the committee, was that the 
requirements for Government tires are no different than the require- 
ments for commercial tires. 

Mr. Putiern. I am in a complete agreement that private industry 
should take over these facilities, as you know. I think the record 
should show just what the situation has been and the reason the 
Government has been in this field is because private industry hasn’t 
taken the initiative in advancing—— 
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Mr. Pursin. If that is wrong, I should like to have you correct it. 

Mr. Tracy. That should be corrected. 

As far as I know, every company making tires has always had a 
test fleet operation. We have test fleets operating for new fuels and all 
auomotive products—everything that goes into the automobiles. 
Even the rubber bumpers are being tested in actual service. 

Mr. Puteri. The larger development of synthetic rubber occurred 
through Government help and financing. 

Mr. Tracy. Financing is correct. 

Mr. Pier. It was the Government that brought the program to 
its present state. 

Mr. Tracy. No, sir. We have just gone over that. 

Mr. Purine. I shouldn’t say, then. I understand it was with 
private assistance. But the Government financed the program to a 
very large degree? 

Mr. Tracy. That is correct, sir. 

Mr. Buanprorp. Of course, there are reasons for the Government 
staying in the research business in the laboratory at Akron, when you 
consider things that are peculiarly military in nature. ‘ 

The tires, for example, for a jet aircraft, certain cold-weather types 
of rubber goods, and things of that nature, where it might not be 
profitable for private industry to explore because there is not enough 
profit in it. There are not enough sales. 

Mr. Putten. That is correct. It is very closely connected with our 
national defense needs. 

Mr. Bianprorp. That is right. So there is probably justification for 
the Government continuing a pilot lab, the same as we have the Bureau 
of Standards. The same argument for eliminating the Bureau of 
Standards might apply also. 

Mr. Puiern. I think the opinions of this gentleman clash directly 
with the opinions of some of the smaller fabricators. . 

Mr. Bianprorp. Yes; they probably would. 

Mr. Primer. Who stated that they believed the Government should 
remain in certain portions at least of the research and development 
program. 

Mr. Bennerr. In view of the comments that have been made, would 
you like to make any modification of the statement you made on the 
question of whether the Federal Government should stay in the pilot 
plant at Akron. 

Mr. Tracy. I haven’t found anything yet that would cause me to 
modify what I already said. 

Mr. Bennerr. You think that private industry, for instance, would 
be able to take care of this jetplane development and the utilization 
of rubbers for the extreme cold in Alaska? Do you think private 
industry would be interested in spending the money necessary to 
develop such things? ; 

Mr. Tracy. We are spending it ourselves. 

Mr. Bennett. Do you have a program for developing rubber which 
will withstand the climates of Alaska and the North Pole? 

Mr. Tracy. I believe that is right. 
Mr. Bennetr. You believe it is right, or do you know it is right? 
Mr. Tracy. I believe that it is right. 
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I don’t know about the North Pole. But I know that our Jabora- 
tories for years have been working on all kinds of modification to 
make rubber suitable for hot climates and for cold climates, to make 
rrease suitable for African landings, and to make lubricants suitable 
or these new turbojets. It is one of the problems in my opinion that 
industry is best able to do because it has the background, as I men- 
tioned before, of accumulated experience. 

Mr. Puitsrx. Roughly, how much are you spending for research 
annually 

Mr. Tracy. I think it is something over—are you talking now of 
Standard Oil Co. ? 

Mr. Yes. 

Mr. Tracy. And its affiliates? 

Mr. Yes, 

Mr. Tracy. Our research bill I think exceeds $25 million a year. 

Mr. Puiwer. I beg your pardon? What was that? 

Mr. Tracy. Our research bill exceeds $25 million a year. 

Mr. Prntery. $25 miilion a year. 

Mr. Tracy. Our research on butyl rubber alone, accumulated up to 
1948, was around $11 million, and since then we have been spending 
ata very high rate. 

Mr. Puisin. That would be related to all your activities and not 
to rubber alone. What portion of that would be allocable to rubber 
research, research in rubber and related products? 

Mr. Tracy. I mentioned that our development costs in butyl rubber, 
which were an invention of our own company, have exceeded $12 
million. 

Mr. Pusey. Well, that is a very substantial sum. 

Mr. Tracy. And they are continuing at a very high rate, I can as- 
sure you, right now. 

Mr. Pricer. I suppose other companies, competitive companies, 
are spending in proportion. 

Mr. Tracy. Lam sure they are trying as hard as they can to beat us 
out. I wouldn’t blame them. 

Mr. Putter. You feel you have no difficulty so far as the need of 
the civilian economy and the armed services are concerned in keeping 
up to date with research and new developments ? 

Mr. Tracy. Now, you are getting into a field of armed services re- 
quirements. I don’t believe I am competent—— 

Mr. Putew. That is something that concerns us very much, very 
vitally, because we may have in this field some articles that would have 
to require very special research. 

I think Mr. Blandford has referred to them and other members of 
the committee have referred to them. It is something we have to be 
sure of before we go forward with any program, that the needs of 
the armed services are going to be met, one way or the other. 

If private industry is going to do it, well and good. I think that is 
the way most of us would prefer to have it done, believing as we do 
in the free-private enterprise. But if for any reason, and we have 
had such reasons in the past, the private enterprise can’t take care of 
these requirements, then we feel we must make sure that the Govern- 
ment will do it. 

Mr. Tracy. I am sure, Congressman, you are correct, and I think 
the field of atomic energy is the best example of that. 
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Mr. Puivsin. It is a good example. 

Mr. Tracy. Which is far beyond the present scope of any private 
company. 

Mr. Puiery. But you do not feel rubber is an example? 

Mr. Tracy. We do not, that is right. 

Mr. Paitery. You think we have gotten beyond that stage? 

Mr. Tracy. It is way beyond the field today where it is any con- 
cern of national defense or national security. 

Mr. Pinter. Does that square with the information you have at 
hand, Mr. Blandford? 

Mr. Bianprorp. Well, I think—my only comment is I think there 
certainly, considering the size of the Akron laboratory, is justification 
for the Government continuing it for those peculiar fields that are 
of a military nature which may not attract private industry. And 
I think that while there may be a savings to the taxpayer, the cost— 
the plant is there to start with. You might reduce the operating 
costs and not spend as much money on research. But there would 
seem to me to be little justification for selling the plant or shutting 
it down when it is already there. Whether there would be justifica- 
tion for building a new plant might be another matter. But we have it. 
Let’s make the best use of it and perhaps reduce the expenditure for the 
research so it would be confined to things purely military and get it 
out of the field that private industry can handle. 

Mr. Prins. Well, in the light of those facts, sir, what would be 
your real objection to the maintenance or retention by the Govern- 
ment, or operation by the Government of a pilot plant? 

Mr. Tracy. I personally would prefer that to be answered by some- 
body more familiar with the program carried on in there. The Gov- 
ernment has spent money in the GR-S program. The Government 
had stated that in your opinion you did not think the Government 
that it has owned these plants since 1942. 

Mr. Putter. Well, | propounded that question to you because you 
had stated that in your opinion you did not think the Government 
should continue in that field. 

Mr. Tracy. On research. I generalized on research, and it was 
apropos of the Akron pilot plant, which was Congressman Doyle’s 
original question. 

That is not a research program. That is really a product develop- 
ment problem. 

Mr. Doytr. May I make this observation there? No doubt you real- 
ize, though, that in the development of synthetic rubber, as you so 
expertly know, there is an area where the national defense from the 
military need is essential. Now, if we don’t operate some plant by 
Government for that restricted purpose at least, in the field of syn- 
thetic rubber, then we would have to contract for that work to be done 
by private industry, or in some way the work would have to be done 
in that restricted field involving the military needs. No doubt, that is 
what our distinguished counsel has in mind, and I think all of us 
are worried in that area. 

Mr. BianpForp. In that connection, Mr. Doyle, I might mention that 
the Government has spent a considerable amount of money, some 
$12,882,000, up to June 30, 1952, which has been spent in money appro- 
priated to various universities throughout the country for specific 
research. In addition to that, $24 million has been spent by indus- 
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trial companies working by contract on research. And in addition 
to that, $3 million has been spent by institutes and individuals on 
research. So that the total expense of research to date, up to June 
30, 1952, has been $40 million, almost $41 million. And even with the 
Akron laboratory, there will still be in my opinion justification for 
awarding contracts to universities, organizations, for additional re- 
search on peculiar problems. 

Mr. Puteri. Do we have any statement of the results that have 
been secured as a result of the research program in the universities 
and colleges, as compared to the results that private industry has been 
securing, which also was suggested by the gentleman who is 
testifying ? 

Mr. Buanprorp. I believe that is covered in the RFC report. 

Mr. Doyir. Well, the gentleman would see no objection to Govern- 
ment policy continuing, in making contracts with university labora- 
tories and industrial laboratories, would he, such as we have—— 

Mr. Tracy. No, sir. 

Let me say, Mr. Chairman, just for a minute, if my figures are 
right, the value of GR-S sold per year on a basis of 2 billion pounds 
at roughly 25 cents a pound, is $500 million if my figures are right, 
and if it was in private hands, private industry would normally spend 
3 percent, somewhere between 2 and 5 percent, of the sales dollar 
in continuing research. 

Now, if, again. my rough calculation is right, industry would be 
spending on the GR-S program, if it were entirely in private hands, 
somewhere around $15 million a year. Forty million sounds like a 
very low figure. 

Mr. Buanprorp. That is total figure, $40 million since inception. 

Mr. Tracy. That is right. 

I say it is a very low figure to what industry, in my opinion, would 
be spending if they owned these plants. That is the only way you 
keep your head above water in competition. 

Mr. Buanprorp. I have one question. 

Mr. Suarer. Mr. Blandford. 

Mr. Buanprorp. Mr. Chairman. We might just as well cross this 
bridge now. If we don’t it will come up later. 

Humble Oil is a subsidiary of Standard Oil Co. of New Jersey 
and Esso is a subsidiary of Standard, is that correct?) Humble is now 
the present operator of the butyl plant at Baytown and Esso is the 
operator of the butyl plant at Baton Rouge. 

Assuming that the plants were sold to Humble and to Esso, what 
opportunities would there be for competition in butyl, with two sub- 
sidiaries of a parent corporation competing with each other? 

Mr. Tracy. We don’t—in the first a we don’t think that butyl 
rubber has any God-given right to be sold. We think it is going to 
be sold in competition through the years with natural rubber, with 
GR-S, with improved rubbers that you hear about. We also think 
there will be additional plants being built as soon as the Congress 
makes up its mind to sell them. We would like to see other people 
build them. We can’t build any more ourselves because in the case 
of our refineries of Esso Standard Oil Co., we simply don’t have the 
feed stocks available to run any more butyl piants. I think the same 
thing applies to the Humble Oil & Refining Co. 
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Therefore, any additional butyl capacity has got to come from some 
other source. 

Mr. Buanprorp. In other words, then, if someone else were to buy 
the butyl plant at Baton Rouge, as I interpret your statement, you 
would be perfectly content to sell them isobutylene and isoprene until 
such time as you could build your own butyl! plant ? 

Mr. Tracy. Yes, sir. 

Mr. Buanprorp. And at that point they would have to find a new 
source of isobutylene ¢ 

Mr. Tracy. Yes. 

Mr. Bianprorp. Since your capacity would be taxed or absorbed 
by your own use of the isobutylene from your own refinery at Baton 
Rouge? \ 

Mr. Tracy. You are crossing a bridge that I can’t answer unequivo- 
cally, but from my own personal standpoint I feel that our interest in 
butyl is sufficient that we want to use our own feed stocks to make 
butyl rubber. We have enough confidence in it that if the two exist- 
ing plants are sold to somebody else, in the interest of the Jersey com- 
pany, that we ourselves would want to go ahead and build butyl 
facilities. 

Mr. Bianprorp. Now, what competition would there be between 
Baytown and Baton Rouge, assuming that for a period of 2 years 
you were the only producers of butyl rubber? 

Mr. Tracy. I think the same competition that exists today between 
the plants in the present economy. ‘There is butyl rubber being made 
in Canada and sold in the United States. There is a ceiling under 
which the market will limit you from the standpoint of the price. 
If you get the price to a certain point, other people are going to use 
other products, alternate products. That is the whole history of this 
program. The play of the free demand, when you have no manda- 
tory requirements of any kind, will give a man a free choice of what 
he uses. 

Mr. Buanprorp. In Texas, we inquired into possible control that 
Standard might have over the Humble Oil Co. Would you like to 
comment on what control there is exercised by the parent corporation 
over the subsidiary ¢ 

Mr. Tracy. I have no comments. I don’t know anything about that 
phase of our business, Mr. Counsel. 

Mr. Puteri. What effect do you think the price will have in the 
competition between synthetic rubber and natural rubber in the 
future 

Mr. Tracy. I think it will be the free play of a open-market price. 

Mr. Puitsrx. Well, do you expect to see more or less emphasis put 
upon synthetic rubber, for purchases of synthetic rubber ¢ 

In other words—— 

Mr. Tracy. If I were in the synthetic-rubber business I would put 
most of my emphasis on synthetic rubber and I am sure the natural- 
rubber importers and the natural-rubber people are going to have just 
that same feeling from their own standpoint. 

Mr. Puier. You feel that the synthetic rubber is advancing so 
that it is going to have a chance to take over the market, whereas a 
person dealing in natural rubber might have similar feelings regarding 
their own product ? 
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Mr. Tracy. I am sure they have their feelings. 

Mr. Privew. You wouldn't care to make a comment or a prog- 
nostication concerning whether you think that eventually synthetic 
rubber will displace natural rubber ¢ 

Mr. Tracy. I think the history of technical developments of this 
kind has shown that in general, with a free play of competitive forces, 
that a synthetic product can be tailormade to do any job that the 
natural product can and ‘n general and eventually do it better. 

Mr. Puivew. Well, do you think in time that that may weigh 
heavily on the side of the synthetic industry ? 

Mr. Tracy. I think it is a challenge to the synthetic industry and I 
— it is a challenge to the naiural-rubber grower, to make a better 

yroduct. 
Mr. Brianprorv. | might say, Mr. Philbin, in that connection, that 
while Mr. Shafer and 1 were in Europe we talked with people inter- 
ested in natural rubber, who represented natural-rubber interests, and 
they are of course quite aware of the synthetic-rubber competition 
and they are conducting extensive reasearch—looking for better co- 
agulating processes and better distribution methods and in finding 
new and better uses for natural rubber, and it was at least the consid- 
ered opinion of most of the people who were there that there is a place 
in the world for both natural and synthetic and that as the demand 
for rubber increases there is going to be a limitation on the production 
of natural, and likewise there will be pricewise, and from the feed- 
stock viewpoint, a limitation on synthetic. The very fact that this 
country consumes 1,299,000 tons of new rubber each year and that of 
that, in 1953, approximately 900,000 tons will be synthetic, indicates 
that there is still a wide gap between synthetic and natural and there 
is going to be a continuing iccoaued for both. And while the estimates 
for future consumption are just guesses, it indicates that there is go- 
ing to be an increasing demand for new rubber throughout the world 
and there will therefore be a place for both natural and synthetic. 

One will not replace the other. 

Mr. Puivein. Certainly one of our—not the least of our problems 
in connection with the work of this committee related to this pro- 
gram is that of relieving this Nation from dependency on the supply 
of free rubber during war or emergency. ‘That was why I ad- 
dressed some of my questions to the gentleman. 

Mr. Brianprorp. Yes, that is correct. But we also have another 
perhaps obligation in a sense and that is to make sure that in the sale 
of these plants we do not disrupt the economy of nations that are pro- 
ducing natural rubber by selling the plants so cheaply that they can 
cut the price and thus bring economic chaos to the countries that pro- 
duce natural rubber. And that must always be considered in the sell- 
ing price of these plants. They have a fair value and it would be 
most unfair to the rest of the world, particularly when we are spend- 
ing billions of dollars in attempting to create friendships throughout 
the world, to then sell synthetic rubber plants at a very low price 
which would put synthetic in a most favorable competitive position 
with natural, at least for a period of time, in spite of the demand. 

Mr. Pater. During the war we weren’t permitted the luxury of 
determining whether or not we could—— 

Mr. Bianpvorp. No. 
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Mr. Puen. Accept the low price. We had to build them at a 
very costly price. We don’t want to be in that position again. 

r. Buanprorp. No. Of course we have sockuied natural rubber 
to such an extent now that we are capable of fighting a very sustained 
war for a long period of time and be completely independent of the 
rest of the world insofar as rubber is concerned. 

Mr. Puinein. That is the position we like to be in there. 

Mr. Suarer. There is this point, too, that these rubber-producing 
countries feel—most of them are in favor of disposing. They all are. 

Mr. Buanprorp. They all are. 

Mr. Suarer. They have the feeling over there that they will have a 
far better chance in the rubber business with the Government out 
of the business. They were frank enough to even accuse us of subsi- 
dizing the synthetic rubber business much to their detriment. 

Mr. Piuesin. Have you made any survey of the plants that are to 
be disposed of, or proposed to be disposed of under this bill? Are 
you familiar with the plants, generally, that are to be disposed of ¢ 

Mr. Tracy. I know something about some of them. 

Mr. Paitin. You know something about them. What would your 
opinion be regarding the time element here, the time that should be 
permitted for preparing and effectuating these sales ¢ 

Mr. Tracy. We are ready to buy tomorrow, if you like. 

Mr. Beg your pardon? 

Mr. Tracy. We are ready to buy it tomorrow. 

Mr. Puitptn. You are in position where you could submit your 
bids ? 

Mr. Tracy. Yes, sir. 

Mr. Putisrn. On these various plants ¢ 

Mr. Tracy. We have been for about 10 years. 

Mr. Priecy. And do you have any information indicating that 
other competitive companies could submit bids that quickly ¢ 

Mr. Tracy. I would rather have the other companies answer that. 

Mr. PuHitsin. Well, you don’t have any doubt, do you, that most 
of the companies that would be able to bid are already well aware of 
these properties, their extent and their character ¢ 

Mr. Tracy. I think there are people here to speak for those com- 
panies, Mr. Congressman. 

Mr. Puen. Beg your pardon? 

Mr. Tracy. I think there are representatives here that can speak 
better for those companies than I can. 

Mr. Puinpry. I agree with you. Iam sure they can. 

Mr. Suarer. Thank you very much, Mr. Tracy. 

Mr. George Tisdale, of the United States Tire & Rubber Co. 

All right, let’s all be seated. 

Proceed. Mr. Tisdale, glad to have you with us. You may proceed. 

Mr. Tispate. Thank you, Mr. Chairman. 

I have a short statement I would like to read. 

My name is George N. Tisdale. I am vice president of the United 
States Rubber Co. It is a pleasure to have this opportunity of ap- 
pearing before the committee to express ourselves on the subject of 
disposition of the Government-owned synthetic rubber facilities. We 
firmly believe that the entire synthetic program from its beginning 
to date is an outstanding example of patriotic teaming up of the 
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interested industries with their Government for the good of all. 
United States Rubber Co. has gladly and wholeheartedly contributed 
its part and is proud of this fact. 

We have consistently urged at all previous hearings that these facil- 
ities be sold to private operators as soon as national security would 
permit. We were greatly heartened by the President’s message of 
April 14 to the Congress recommending disposal. Knowing the close 
association of your honorable chairman with this subject, we are 
hopeful the Congress will enact simple direct legislation to carry out 
this disposal prior to their summer recess. 

Bill H. R. 5425 introduced in the House of Representatives on May 
27, 1953, by your chairman, represents in our opinion, a sound ap- 
proach and a workable plan which will carry out disposal quickly and 
wisely. 

There are a few thoughts on H. R. 5425 which we offer in a spirit of 
helpfulness : 

1. We are heartily in accord with the establishment of a Disposal 
Commission believing it to be superior to any one individual or to a 
departmental committee or board. 

2. Section 7 (f) : We suggest some wording to convey to all that it is 
the wish of the Congress to complete disposal by March 31, 1954, this 
being the expiration date of present rubber legislation. 

3. Section 7 (g): It is our opinion that present operators provide a 
widely dispersed competitive distribution of facilities. We suggest 
that simple safeguards for fair and effective competition approved by 
the Attorney General be made in the law; such could be that no pur- 
chaser should acquire more than a given tonnage or a given percentage 
of any one type of facility. 

4. Secton 7 (h): We assume it is the intent to have the national 
defense clause mean keeping the facilities available for the production 
of synthetic and component materials but not recapture by Government 
in emergencies. 

5. As regards section 17, we hope the language is sufficiently strong 
to guide the Disposal Commission in recommending operators with 

roven ability in synthetic production both rubber and components. 
t is our opinion that the present operating teams are the real national- 
defense security in this matter. 

In conclusion, we believe H. R. 5425 assures full fair value for the 
facilities, meets the policy clause of the present Rubber Act and is 
protective of the public’s interest. Thank you for giving me the time 
to say these words. 

Mr. Suarer. Thank you, Mr. Tisdale. I think the result is that we 
have done pretty well in this H. R. 5425 in setting March 31 as the date 
to complete this disposal. We will try to improve upon that if it is 
necessary, if you believe it is necessary. 

Mr. Tispaie. Certainly we believe you have submitted an excellent 
roposal, Mr. Chairman. The only reason that we put No. 2 in is: 
t is our opinion that people that are interested in purchasing these 

facilities are well aware of the problem. They have been sufficiently 
alerted. And it would be desirable not only from our general condi- 
tion in this country, where we now have national security in rubber, 
but I think it would be helpful in our foreign relations as you, I am 
sure, so well learned in Denmark. 


Mr. Suarer. I am sure you can assure the committee that you are 
prepared to bid at any time that the bids are opened or are called for. 
Mr. Tispate. We have been saying so every time there was a hearing. 

Mr. Bianprorp. Mr. Chairman. 

Mr. Suarer. Mr. Blandford. 

Mr. Buanprorp. Mr. Tisdale, I think I would agree with most of 
your statement. Iam a little concerned about the language on page 2. 

don’t think that we want to have any one interpret this law in such 
a way as to confine the sale of the plants to those with proven ability. 
The use of that language would almost confine it to those who have 
actually operated a synthetic rubber plant and obviously there are 
people in this country who are capable of operating a synthetic rubber 
plant because of other things they operate and they have never, or may 
never have had anything to do with synthetic rubber as such. 

As a matter of fact, the Assistant Attorney General recommended 
language which would remove all doubt that prior operating experi- 
ence would be a prerequisite to the award of a contract. And, if we 
were to adopt the proven-ability provision, we would in effect say 
that we were confining this bidding to those who are now operating 
the plants; and, of course, that would not be competitive bidding. 
It would not be the manner in which to obtain the full fair value for 
the plant. 

Mr. Tispate. Well, I hope the committee will accept that I still 
believe that the present operators are the real national-defense 
security, in that they have the teams and are going. 

My clause 5 has no intention of precluding capable bidders. The 
copolymerization business is nothing just confined to synthetic rub- 
ber. It is an industry in the country, and there are many competent 
operators, 

Mr. Buanprorp. As long as the words “proven ability” are not in- 
terpreted to mean those who have been operating these plants in the 
past. 

Mr. Tispate. We would not be so presumptive as to think we would 
get that choice. Maybe we would like it, but we won't get it. 

Mr. Doyie. Mr. Chairman? 

Mr. Suarer. All right, Mr. Doyle. 

Mr. Doyte. I call your attention to your suggestion No. 3: 

We suggest that simple safeguards for fair and effective competition approved 
by the Attorney General be made in the law. Such could be that no purchaser 
should acquire more than a given tonnage or a given percentage of any one 
type of facility. 

Well, may I ask you frankly, if private industry is going to continue 
and produce this synthetic rubber fairly and competitively in the in- 
terest of their own private profits as well as the interests of national 
defense, why do you suggest any element of Government control ? 

Mr. Tispae. | don’t interpret 

Mr. Dorie, That is Government control. 

Mr. Tispaue. I don’t interpret it as Government control, Mr. Doyle. 
What we mean there is that, if the people bidding know the rules 
under which they should bid, you have less chance of drawing out the 
sale. And if you could—lI don’t know that you can. This is purely, 
as I said, a suggestion. If you can make some provision in there that 
a wide dispersal of the facilities, by limiting perhaps how much of 
any particular one facility you would sell to one operator, could be 
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written in, it might be better than allowing for a lot of discussion 
after you bid. ; 

Mr. Doyrr. This suggestion, then, only applies to the disposal 
process, does it ? 

Mr. Tispae. That is all I am talking about: yes, sir. 

Mr. Doytr. Not after they are purchased ¢ 

Mr. Tispate. None whatever. 

Mr. Doyix. That is what I wanted clarified. 

Mr. Tispare. No. 

Mr. Bianprorp. Mr. Doyle, may I interrupt and say something 
there? 

Mr. Doyte. Yes. 

Mr. BLanprorp. Would I be fair to assume that the language, “given 
percentage of any one type of facility,” means that you would endorse 
splitting Port Neches plant into two butadiene plants? 

Mr. Tispare. I don’t know that I would recommend that. That is 
over 40 percent of the petroleum butadiene, or around that neighbor- 
hood. 

Mr. Bianprorp. It is 30 percent, I believe. 

Mr. Tispate. You might want to put some limit on hooking that up 
as one unit with the copolymer. I don’t know. 

But I offer this as a suggestion, that perhaps in the law you can lay 
down the ground rules so when a man bids, if he is eligible and bids 
properly and gives a nice price, he knows he can get it and is not 
going to be thrown out because he bid for too much, or something else. 

Mr. Buanprorp. Well, in addition would you recommend, then, that 
the law provide that a purchaser would have to make available to out- 
side interests a percentage of his production ¢ 

Mr. TispaLe. What are you talking about now, GR-S 

Mr. Brianprorp. If a man buys a copolymer plant, would you rec- 
ommend that in the contract he agreed to make a percentage of it 
available, we will say, to anyone else who wants to purchase GR-S¢ 

Mr. Tispate. No; | wouldn't because I don’t have any fears but that 
this industry is a competitive industry and they will want to sell, and 
T know our company would expect to sell if we bought one. We do 
now. We sell to competitiors of various materials, and we would sell 
this. I think that is what would happen, regardless of who gets these 

lants. 
7 Mr. Bianprorp. Then the words “given percentage of any one type 
of facility” means in effect that you want to limit—you recommend 
that you limit the purchaser to not more than one facility or to not 
more than perhaps two facilities based upon a percentage limitation. 

Mr. Tispatr. IT am—— 

Mr. Bianprorp. And not on the output of the facility ? 

Mr. Tispate. That is right. 

I am trying to suggest here, or the company is, that perhaps, if you 
could write it in the law, it would make most positive your bidding and 


you would get it over quicker because a man would know how far up 
e could go if he wanted to be a big one or a little one. 

Mr. Bianprorp. Yes; but wouldn’t you be putting all of your eggs 
in one basket in this respect, that a man would then just bid on one 
facility and concentrate on that one facility rather than be faced with 
the present situation in which he may have to bid on 2 or 3 facilities 
in order to assure that he might be the high bidder on one ¢ 


Mr. TrspaLe. No; I wouldn't think so. He might have 3 or 4 alter- 
native bids under this, but he knows he can only go so high in total 
tonnage. You already have a very fine dispersed competitive distri- 
bution of operation today. 

Mr. BLanprorp. Well, that is correct except, of course—— 

Mr. TispaLe. And we would envisage something of that nature if 
it could be put in the rules. 

Mr. Bianprorp. I have no further questions. 

Mr. Suarer. As a former serviceman and graduate of the Naval 
Academy, and so forth, what do you think about the time? Do you 
think now is the time to do it? Do you think there is any threat to 
national security by disposing of these plants? 

Mr. Tispate. Well, I have gone a good part of my life—I don’t 
think that I am going to live to see what might be called normaley 
again, and I probably have to sit on my chair, the edge of it, the rest 
of my life. I believe this country has security in rubber to an excellent 
degree. We have a wonderful stock of natural rubber. We have a 
marvelous going synthetic industry with the know-how in the country. 
I don’t think there is any jeopardization at all of our country’s secu- 
rity by disposing of these. 

On the contrary, I think the Congress in time, if they do dispose of 
them, will find it has been a wonderful step, just like the continua- 
tion of the law has been wonderful up to date. 

Mr. Suarer. Thank you very much, Mr. Tisdale. 

Mr. Trspate. Thank you, sir. 

Mr. Suarer. The committee will recess for 15 minutes while the 
members go over and answer a quorum call on the floor. We will 
be back and continue the hearings then. 

(Recess taken. ) 

Mr. Suarer. The committee will resume the session. 

I might say that I have permission of the House to sit during gen- 
eral debate, so we ought to be able to clean up everything during the 
noon hour here and permit everyone to get out to their picnic. I 
understand there is a picnic afoot this afternoon. 

The next witness is Mr. John lL, Collyer, the president of the B. F. 
Goodrich Co., Akron, Ohio. Mr. Collyer, we are very happy to have 
you with us. 

Mr. Cottyer. Thank you, sir. 

Mr. Shafer, Mr. Philbin, and Mr. Blanford, my name is John L. 
Collyer, persident of the B. F. Goodrich Co. 

May I read a statement ? 

Mr. Suarer. Proceed. 

Mr. Coniyer. The B. F. Goodrich Co. appreciates this opportunity 
to express its view on the subject of the disposal of the Government- 
owned rubber-producing facilities to private industry. It is a matter 
of record that our company has had a long and continuing perform- 
ance in the private development, production, sale, and use of man- 
made rubber and also in the engineering, building, and operation of 
Government-owned facilities. And B. F. Goodrich has, as you know, 
participated in Government-financed research programs in manmade 
rubbers. 
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Almost 8 years have elapsed since the end of World War II and over 
5 years since Congress declared that— 
the security interests of the United States can and will best be served by the 


development within the United States of a free, competitive synthetic-rubber 
industry— 


and that— 


in order to strengthen the national security through a sound industry, it is es- 
sential that Government ownership of production facilities— 


and— 


Government production of synthetic rubber * * * be terminated whenever con- 
sistent with national security * * *. 

The time for decision is at hand. Congress should now determine 
whether our national security and the well-being of the American 
people will best be served by the disposal of the Government-owned 
facilities to private industry, and whether the Government should 
compete with private producers of manmade rubber producing in- 
dustry in the United States and the abandonment of competition 
among privately owned companies which has made possible our coun- 
try’s great economic progress. 

Now that an adequate national stockpile of crude rubber has been 
achieved, it is the B. F. Goodrich Co.’s firm conviction that the de- 
velopment, as quickly as possible, of a privately owned, progressive, 
and competitive manmade rubber industry is the next step which 
should be taken to accomplish the objectives of the existing rubber 
legislation. 

The stimulus to reach ever-higher goals which is inherent in our 
country’s competitive economy has been the key to our past un- 
precedented economic growth. 

Privately owned, competive industry has made it possible for the 
American people to own and operate over 53 million motor vehicles, 
or 1 vehicle for every 3 persons; for a high percentage of our families 
to own their homes, equipped with conveniences which promote their 
health and comfort; to have ample supplies of a wide variety of 
food; to have more and more time for recreation and for cultural pro- 
gress; in short, to enjoy by far the highest living standard of living 
of all the peoples of the world. 

In the rubber products manufacturing industry, competition has 
stimulated the intensive research into materials, methods, and markets 
which made possible the development and utilization of new materials, 
including the manmade rubbers, and new processes, to the end that 
the consumer has benefited through a wide variety of better and better 
products at lower and lower costs. 

To illustrate, for each $1 spent for tires in 1910, the car owner 
obtained only 100 tire miles. By 1920, this figure had increased to 
440 miles and, today, it is almost 1,600 miles. 

It is our firm conviction that competition in the production and 
sale of all types of manmade rubbers will be in the interest of our 
present and future national security and in the long-range interest of 
our people to an extent which would never be possible under continued 
Government ownership and operation of the production facilities. 

As to a program for the disposal of the facilities, it is our judgment 
that a bill now before your committee, H. R. 5425, (the Shafer bill) 
provides a reasonable and practical procedure and program for achiev- 
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ing in the public interest a progressive, privately owned, competitive 
industry. It is well conceived and reflects a great 

eal of study and knowledge of the problems involved in a successful 
disposal program. 

We do, however, with your permission, wish to present our views 
on certain aspects of the proposed program. 

First, I shall comment on disposal price and full fair value. First 
is the question of the price at which the facilities should be sold. 

We believe that the Government should receive the full fair value 
for the exising facilities, taking into account all of the factors which 
have bearing on the determination of full fair value. 

Private industry will face risks in the operation of the rubber 
facilities that are not now faced by the Government. The taxpayers 
have already paid for these facilities and have recovered a substantial 
part of their cost in depreciation and profit on rubber sold. 

If the facilities become obsolete, they can be written off without 
further cost to taxpayers. You will appreciate that private industry 
must give consideration, to the fullest extent possible, to all foresee- 
able risks that are inseparable from the ownership and operation 
of synthetic-rubber facilities. 

Among the major risks which will face private owners of manmade 
rubber-producing facilities as new investors are: 

1. Obsolescence of the facilities through the development of new 
lower-cost producing facilities, or new and better rubbers which cannot 
produced efficiently in the present facilities. 

2. Competition from producers of crude rubber. 

3. Competition arising from liquidation of Government-owned 
stockpiles of crude rubber. 

Our own experience in rubber causes us to appraise the risk of obso- 
lescence as a very real risk, so real that Congress might well agree that 
investors in rubber facilities be permitted to amortize them more rap- 
idly than can be done under present tax regulations. Their value to 
our national security would, of itself, justify this. 

Assuming a fixed tax rate, the Government would collect as much 
money in taxes over the long-range with accelerated amortization as it 
would under the present tax regulations. 

It is a matter of practical economics that, the greater the risk of 
the enterprise, the more rapidly should its owners amortize the cost 
of facilities and the greater the rate of return on investment necessary 
to attract the required venture capital. 

It should be appreciated that, at prevailing prices, crude rubber is 
directly competitive with genera] purpose man-made rubber and that, 
at these prices, an increasing preference is developing, for economic 
reasons, among rubber product manufacturers in this country for 
crude rubber. 

The competitive position of the man-made rubbers in the future will, 
we believe, depend largely upon: (1) The selling prices of manmade 
rubbers which will partly depend upon the price obtained for the 
Government-owned facilities, (2) the extent to which the total world 
demand for new rubber may increase, and (3) the extent to which 
more crude producers make an effective effort to reduce costs. 

Next, I shall refer to the stockpile position. There now exists 
throughout the free world Government-owned national or strategic 
stockpiles of crude rubber totaling approximately 1,300,000 long tons, 
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or nearly 114, times the annual capacity of the United States Govern- 
ment-owned rubber producing facilities available for disposal. 

By far the larger part of these national stockpiles is in the United 
States. 

If Governments should decide to liquidate imprudently these stock- 
piles of crude rubber, the result might be ruinous competition to the 
private producers of manmade rubbers in this country, as well as to- 
producers of crude rubber in friendly countries. 

Now, may I comment on national security. 

The bill now before vou provides, among the criteria which shall be 
used by the Commission in arriving at its recommendations for dis- 
posal, that the purchasers of the facilities will be capable of produc- 
ing annually not less than 400,000 tons of general purpose synthetic 
rubber and not less than 45,000 tons annually of butyl rubber. 

In our judgment, facilities which have actually produced and which 
can not produce not less than 500,000 long tons annually of general 
purpose rubber must be sold in the interests of our national security. 
During the first 4 months of this year, 239,000 long tons of general pur- 
pose manmade rubber was consumed in the United States. 

Although the rate of consumption of this type of rubber will prob- 
ably decline as the agricultural crude rubber becomes more competi- 
tive in price, there appears to be little possibility that the annual rate 
of GR-S consumption will fall substantially below 500,000 long tons, 
unless there should be a world-wide recession, 

We believe that a minimum potential supply of 500,000 long tons of 
general purpose manmade rubber is required if we are to have reason- 
able assurance of a sufficient supply of rubber in our country and of 
true competition between the various kinds of rubber. 

Next, may | comment on Government-financed rubber ? 

Now, in our judgment there is no more need or other justification for 
Government-financed research and testing in rubber after the Govern- 
ment-owned production facilities are disposed of to private industry 
than there is for Government research in other products and materials 
produced and used by private industry. 

The stimulus of competition in private industry will provide aggres- 
sive research and progress will result therefrom. 

The B. F. Dilek Co. has consistently maintained the view—in 
previous testimony before this and other committees of the Congress 
and other governmental bodies and in many public statements—that 
the national security interests of our country can and will best be 
served by the creation within the United States of a privately owned, 
competitive rubber-producing industry. We ask that the latest B. F. 
Goodrich rubber study entitled “The World and United States of 
America Rubber Situation” and published on March 10, 1953, be 
made a part of the record of these hearings. 

Mr. Suarer. Without objection, that will be included. 


(The study is as follows:) 


THE WORLD AND UNITED STATES OF AMERICA RUBBER SITUATION 
CONSIDERATIONS FOR POLICIES AND PROGRAMS 


No. 15 in a series of rubber studies 
By John L. Collyer, president, the B. F. Goodrich Co., March 10, 1953 


FOREWORD 


Rubber is indispeusable to our civilization in war and in peace. 

Without rubber, our ground, air, and sea forces could not function—our mili- 
tary and essential civilian industries, our transportation, and our agriculture 
would be paralyzed. 

Our Government must soon make vital policy decisions with respect to rubber. 

The Reconstruction Finance Corporation submitted to the President and to the 
Congress a preliminary report on the disposal of United States Government- 
owned, man-made, rubber-producing facilities on March 1, 1953. The President 
is required to submit his recommendations for disposal to the Congress by April 
15, 1953. 

A working party of the International Rubber Study Group held its second 
meeting in London during January 1953. Reports emanating from this meeting 
indicate that the working party will inform the International Rubber Study 
Group at its May 1953 meeting in Copenhagen that a “buffer stock” of crude 
rubber would be a practicable mechanism for “stabilizing” crude rubber prices. 
Whether another plan for restricting the production of crude rubber will be 
proposed by the working party was not revealed. Press reports state that the 
International Rubber Study Group will consider the proposals of the working 
party “with a view toward asking the United Nations to call a special commodity 
conference with power to implement its decisions.” {Italie ours.] 

Crude rubber producers have made it clear that the United States Government 
will be asked to raise the price of man-made rubbers sold by the Government to 
a figure closer to what the crude rubber producers say would be the real “eom- 
mercial” price if the industry were privately owned and had to replace its plants 
at current costs, 

The decisions which will be made by the legislative and administrative branches 
of our Government on each of these issues will have important bearing upon our 
future way of life—will determine whether we shall accept the views of those 
who would restrict the supply of the world’s raw waterials or whether we shall 
continue to progress through producing better and better goods at lower and 
lower costs to the consumer, thus broadening markets, increasing employment 
opportunities, and bringing a constantly rising standard of living. 

In this study, we present an outline of the facts which must be considered in 
arriving at sound decisions and our recommendations for actions which we 
believe will be in the best interests of all of the peoples of the free world. 

JoHN L. COLLYER. 


There are many kinds and types of rubber, varying in physical and chemical 
properties. The three principal groupings are: Crude or agricultural rubber, 
man-made rubber, and reclaimed rubber. 


SOURCES OF RUBBER SUPPLY——-CRUDE RUBER 


Although crude rubber may be obtained from a wide variety of plants, the 
principal source is the hevea brasiliensis, a tree native to the Amazon Valley. 

Wild crude rubber.—Until 1914, most of the rubber produced in the world was 
wild rubber, obtained by natives tapping the latex of trees widely spaced through- 
out the jungle of tropical South America. Today, less than 2 percent of the crude 
rubber used is wild rubber. 

Cultivated crude rubber.—In 1876, Henry A. Wickham transported seeds of 
the hevea brasiliensis from Brazil to London, where nearly 3,000 were success- 
fully germinated. The young trees were taken to Ceylon, Malaya, and other 
parts of the Far East. From this start, many cultivated plantations, mostly 
financed with European capital, were developed. Natives in the far eastern 
areas also made numerous plantings. Later, plantations were started in Africa 
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and small experiemental plantings were made in Latin America. Over 9,500,000 
acres of the world’s land area is now planted in rubber, but there has been little 
new planting or replanting since 19384. 

Through careful selection of seeds, budding, and grafting, rubber trees capable 
of yielding up to 2,000 pounds per acre under intense cultivation have been 
developed but only relatively small areas are planted with these higher yield 
strains. The average yield of present plantings is approximately 500 pounds 
per acre. 

The following table shows crude rubber production by area in the all-time peak 
period—the 12 months ended June 38. 1951; 


TABLE 1,—Production of crude rubber in principal territories, 12 months ended 
June 30, 1951 


i, Long Percent Tarri Long Percent 
Territory tons of total Territory tons of total 
Thou- Thou- 
sands sands 
34.1 || Other Asia and 40 2.0 
114 5.7 Total Far Fast... 1, 905 95.3 
Viet iam and Cambodia____- 50 2.5 || Africa........ 65 3.2 
114 5.7 || Latin 30 1.5 
53 2.7 
India....... 16 World tofel............-. 2, 000 100.0 


This peak production was attained during a period when the world market 
price, converted to New York delivery, for the standard No. 1 RSS grade aver- 
aged above 60 cents a pound, a very high price. (The price at the beginning 
of 1950 was 18 cents a pound.) 

Practical crude rubber capacity—that is, the maximum output from existing 
plantings probable in any year under prices approximating that of the principal 
manmade rubber (GR-S)—probably is not as high as 2 million long tons per year, 
and may be as low as 1,600,000 long tons per year. A range of from 1,600,000 
to 1,800,000 tons is probably a reasonable estimate. 

There appears to be little possibility that this capacity will increase by 1960; 
in fact, capacity may decline. New plantings and replantings which might 
come into production in the 1953-60 period are minor. The fact that 7 years 
must elapse before new trees can be profitably tapped, the threats of unsettled 
political and social conditions in the far-eastern areas, and the threat of more 
intensive competition from manmade rubbers, as has been the case in the past 
decade, will probably deter the investment of large amounts of venture capital 
in new plantings and replantings. While the economic life span of a rubber 
tree is not known, there is some evidence that yields decline when trees are 
over 25 years old; many are now over 40. Windstorms, disease, and other dam- 
age cause mortality among existing plantings. 


SOURCES OF RUBBER SUPPLY—-MANMADE RUBBERS AND PLASTICS 


Shortages of crude rubber and high prices during periods when its production 
was restricted gave impetus to a search for an alternate material. In the 
decade preceding the First World War, a number of scientists in this country 
and abroad had solved many of the problems of producing a manmade material 
with some of the qualities of crude rubber. Other investigations during the 
1920's and 1930's led to the discovery of several new materials, none of which 
is exactly like crude rubber but all of which are, in some respects, better 
than crude rubber. 

Prior to World War II, small quantities of manmade rubbers were being 
produced in the United States, Germany, and Russia. The capture by the 
Japanese of far-eastern areas which produced 90 percent of the world’s supply 
of crude rubber gave impetus to the development of a large manmade rubber- 
producing industry in the United States and Canada. Germany also increased 
its output of these rubbers during World War II but has produced very small 
quantities since then. Little is known about the progress of Russia in this 
field, either in its own facilities or in those taken from Germany. 

There are four principal kinds of manmade rubbers in use in the free world 
today—GR-S, butyl, neoprene, and N-type, all of which are produced in a wide 
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variety of types—and also a wide variety of other materials with rubber-like 
qualities. 

GR-S, the principal general-purpose manmade rubber, suitable for use in 
tires and many other products, is a butadiene-tyrene copolymer. Butadiene 
can be produced from either petroleum or alcohol, with petroleum yielding the 
lower cost butadiene. Some petroleum butadiene plants use butylenes as the 
feed stock; others use butane. The feed stocks for alcohol butadiene plants is 
ethyl alcohol, derived from agricultural products or from petroleum. Styrene 
can be made from petroleum or coal. All GR-S copolymer facilities in the 
United States are owned by the Government but are operated for the Government 
by private industry. 

Butyl, which, because of its special air-retention properties, is used primarily in 
inner tubes and in tubeless tires, is produced from isobutylene and isoprene, both 
of which are derived from petroleum. Recent developments indicate that new 
types of butyl may be used in much wider variety of products. All butyl facilities 
in the United States are owned by the Government but are operated for the 
Government by private industry. 

Neoprene has high resistance to heat, oxidation, ozone, sunlight, and oils and 
is used in products in which these qualities justify its higher cost. The primary 
feedstock for neoprene is acetylene. All neoprene facilities are now owned and 
operated by private industry. 

N-type rubbers are highly resistant to oil and gasoline and are used in products 
in which these qualities are essential. These rubbers are primarily copolymers 
of butadiene and acrylonitrile. All N-type facilities are owned and operated by 
private industry. 

Other rubberlike materials: There are a number of other rubberlike mate- 
rials with special qualities which have supplanted crude rubber and, to some 
extent, INanmade rubbers in a wide range of applications or which have made 
possible new products in which the presently known rubbers were not satisfactory 
materials. Among these materials are: Polyvinyls, high-styrene plastics, poly- 
sulphide, silicone, and chemurgie rubber-like materials. 

Table 2 shows existing capacities for manmade rubber, assuming continu- 
ance of the present types and also the quantities which could be produced in 
an emergency. 


TABLE 2.—Manmade rubber, annual capacities—Free world as of Jan. 1, 19538 


[In thousands of long tons} 


= 
| Approximate 


| | capacity ? 
| Number | 
Country Kind of rubber | Plant ownership — | 
| a Present | Emer- 
| Present gency 
| types types 
United States | GR-S es 13 | Government ! 794 860 
| Butyl 2) do. 90 90 
| Neoprene. - ; | 2 | Private 70 70 
| N-type | 5 | do “ ; 20 20 
| 974 1, 040 
Canada _.| S-type 1 | Government. 55 55 
Butyl. ms | 1 | do 20 20 
= 
| 
Germany --------- | &-type----.-- | 1 do 20 20 
Total free-world |............- | 1, 069 1, 135 


capacity. 


1 The U. 8. Government also owns 10 butadiene plants, | styrene plant, 1 chemical plant, and 1 develop- 
ment laboratory. 

2 GR-S copolymer c3p2cities vary, depending upon the number of types of this rubber currently being 
produced. Ofthe total GR-S capacity, about 70 percent is adapted to the production ef cold rubber, which 
possesses outstanding abrasion resistence properties. Capacity of present plants may be further increased 
through the addition of from 25 to 50 percent of an oil extender and through the use cf new catalysts 


New capacity can be built within 2 years, if needed. 
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SOURCES OF RUBBER SUPPLY—-RECLAIMED RUBBER 


Barly in the last half of the 19th century it was discovered that the rubber in 
scrap-rubber products and in the waste developed in the manufacture of rubber 
products, after proper treatment, could be reused. The process through which 
this rubber could be replasticized and resoftened, which is most used today, was 
developed near the end of the last century. 

Today both crude rubber and manmade rubbers are reclaimed. Reclaimed 
rubber is about 50-percent rubber; the remainder is carbon black, sulfur, and 
other compounding ingredients. The various types of reclaimed rubber differ, 
in chemical composition and properties, from the crude rubber or the manmade 
rubber from which they are derived. 

Because of their special qualities, reclaimed rubbers are directly competitive 
with crude and manmade rubbers for some uses and are combined with the new 
rubbers for other uses. 


3.—Reclaimed rubber, annual capacities—F ree world as of 1952 


Thousands 

of long tons 


Source: Rubber Statistical Bulletin. 
GROWTH IN RUBBER CONSUMPTION, 1870-1952 


Although rubber was first discovered by European civilization over 450 years 
ago, it was about 250 years later that the remarkable properties of this material 
were recognized and began to be put to practical use. Growth in consumption 
was relatively slow until the advent of the automobile. Since 1900 the world 
demand has approximately doubled in each 10-year period. Here is a condensed 
picture of past consumption : 


Rubber consumption, 1870-1952 


{In thousands of long tons] 


New rubber 


| Reclaimed 
Year 
Total new Rest of States 
rubber |v nited States world only ! 
1900 53 | 20 | 33 (2) 
100 | 42 58 Q) 
1920 298 | 206 | 92 75 
1930 710 | 376 334 | 154 
1940 3 1,153 | 651 502 | 190 
1950 3 2, 285 | 1, 259 1, 026 | 304 
1951 3_. 2,310 | 1,214 1,096 | 346 
1952 estimate ® 2, 1, 261 1,072 | 280) 


1 World consumption of reclaimed rubber is not available. 
? Not available. 
3 Except man-made rubber in Russia and Russian-oecupied areas. 
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The rate of growth, however, has not been as uniform as the above figures 
indicate—see chart following. 


Rubber Consumption in the United Stotes and World, 1900-1952 
2.300 2 300 
| | + 2400 
2.90 + 2.200 
2.200 2.200 
2.100 4 2.100 
2.000 2000 
1,900 4 
1.800 
1200 700 
1400 1.600 
1.300 + L 
~ 
1.2004 
1.200 4 200 
1.100 
wo 4 
700 700 
4 + 200 
4 300 
4 400 
4 + 200 
10 200 
oo 


2.3.4 5S 10 12 12 14 20-2! 22 29 24 79 26:27 78-29-90 3) 94 35 42 43 44 45 46 47 48 57 
PREWORLD WAR IT RUBBER POSITION 


The new rubber statistical position in 1940, when World War IL was develop- 
ing in Europe, was approximately as follows: 
Vew rubber, 1940 


{In thousands of long tons] 


| World total ! United States Rest of 


| of America world ! 
Stocks, first of year } 588 | 126 | 462 
New supply | 1, 445 | 815 | 630 
Potal | 2,033 | 941 | 1,092 
Consumption .. | 1, 143 | 652 | 491 
Stocks, end of year__ 890 | 280 | 


1 Except man-made rubber in Russia and Russian-oceupied areas. 


Although the United States attempted to increase its stock of crude rubber in 
1940, only 168,000 tons were added, a 8 months’ supply at the 140 rate of 
consumption. Of the total United States consumption in 1940, less than 3,000 
tons was manmade rubber. 

In December 1941 the Japanese struck at Pearl Harbor and the war spread 
throughout the world. During 1941 the United States started to rearm and also 
to supply goods to our future allies. Stocks of crude rubber in this country 
increased by 244,000 tons; and consumption of man-made rubbers to about 
6,000 tons. 
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The rubber statistical position for that year was approximately as follows: 


New rubber, 1941 
{In thousands of long tons] 


| 
World total ! |United States 


! Except manmade rubber in Russia and Russian-occupied areas. 


Thus, at the beginning of this country’s participation in World War II, we had 
stocks of rubber sufficient to last us only 8.4 months at the 1941 rate of consump- 
tion. 

The Japanese quickly cut us off from areas which produced 90 percent of the 
world’s supply of crude rubber. The man-made rubber was in its infancy; we 
had privately owned capacity for producing about 15,000 long tons a year. Our 
rubber position was indeed critical. 


THE MIRACLE OF AMERICAN-MADE RUBBER 


On June 5, 1940, B. F. Goodrich called attention to the precariousness of Amer- 
ica’s rubber supplies in the event of war in the Pacific. We announced the com- 
pany’s decision to sell to the public passenger car tires in which our company’s 
own discovery—Ameripol general purpose rubber, which B. F. Goodrich was 
producing commercially—replaced more than 50 percent of the crude rubber 
normally used. We urged immediate action to construct plants and to produce 
man-made rubber as insurance against an emergency. In July 1940, B. F. Good- 
rich submitted a formal proposal to the Government for the engineering and 
building of two plants, each to have an annual capacity of 36,000 long tons of 
rubber. 

One year elapsed ; then the Government announced a program for the construc- 
tion of four plants with a total annual capacity of only 10,000 long tons; subse- 
quently increased to 40,000 long tons. It was not until Pearl Harbor that all 
were convinced that the creation of a giant rubber-producing industry was vital 
to our national security. 

The need was immediate; the risk was great; the capital required was more 
than private industry could so quickly supply. The Government supplied the 
funds; private industry then did the job. 

From a standing start in 1942, our country was, by May 1945, producing man- 
made rubbers at the rate of 1 million long tons a year—an industrial achievement 
without parallel—an achievement without which, top military leaders have 
stated, we could not have won the war. Table 4 summarizes the wartime history 
of rubber. 


TABLE 4.—United States rubber consumption, World War IT, Jan. 1, 1942, to Aug. 
31, 1945, inclusive 


{In thousands of long tons] 


New rubber 


Year Percent of ee 
Total Crude | Man-made 


rubber 


| 
394 377 | 17 4.5 255 
489 318 | 171 35.0 291 
| 1,232 | 87.3 | 959 
| | 
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With this quantity of rubber, the United States was able to— 
. Equip and maintain the largest military force our Nation ever had; 
2. Fill the military pipelines ; 
3. Ship large quantities of military products to our allies, including 
Russia ; 
4. Maintain essential production facilities ; and 
5. Maintain essential civilian transportation. 

When the war ended, the war-born manmade rubbers made possible rapid 
reconversion to peacetime products—reconversion which might have been delayed 
as long as 3 years if we had been dependent solely upon crude rubber, Table 5 
shows how the manmade rubbers filled the supply gap during the reconversion 
period, 


TABLE 5.—United States rubber consumption, reconversion period, Sept. 1, 1945, 
to Dec. 31, 1948, inclusive ‘ 
{In thousands of long tons] 
New rubber | 
Year Percent of Reinet 
Total | Crude | Man-made | ™#n-made 
| to total 
| jnew rubber 
245 | 28 217 | 88.6 79 
1946___ 1,039 277 762 | 73.3 275 
1, 122 | 563 559 | 49.8 288 
1, 069 | 627 | 442 | 41.4 261 
Total._.___- | 3,475 | 1, 495 1, 980 57.0 903 


As supplies of crude rubber increased following the war, prices declined and 
the consumption of crude rubber stepped up. But without man-made rubber, 
the high postwar demand—far above the 1940 peacetime peak of 651,000 tons— 
could not have been satisfied. 


OWNERSHIP OF GR-S AND BUTYL PLANTS RUBBER LEGISLATION 


The United States Government, as previously explained, supplied the funds for 
the construction of the principal man-made rubber-producing plants and the 
feedstock facilities in the interest of our national security. Private industry 
had the technical know-how to design and build the plants and to produce rubber 
but could not have supplied so quickly, and without assurance for a continued 
peacetime need for the rubber, the funds required to obtain so large a volume of 
rubber in the shortest possible time. 

The Government has continued to own and to operate the GR-S and butyl rub- 
ber facilities since the end of World War II, first, under the Second War Powers 
Act, 1942, as amended, and as extended with respect to rubber by Public Law 24, 
80th Congress, on March 29, 1947, and now under the provisions of the Rubber 
Act of 1948 (Public Law 469, 80th Cong.) which became effective April 1, 1948, 
which has twice been extended, and which will expire March 31, 1954. Neoprene 
facilities previously owned by the Government have since been sold to private 
industry. N-type facilities are all privately owned. Accumulation by the Govern- 
ment of a stockpile of crude rubber in the interests of our national security is 
continuing as authorized by Public Law 520, 79th Congress, the Strategic and 
Critical Materials Stock Piling Act, on June 23, 1946. 

In its declaration of policy, the Rubber Act of 1948 states that “Itis * * * 
declared to be the policy of the Congress that the security interests of the United 
States can and will best be served by the development within the United States of 
a free, competitive synthetic-rubber industry. In order to strengthen national 
security through a sound industry, it is essential that Government ownership 
of production facilities, Government production of synthetic rubber, regulations 
requiring mandatory use of synthetic rubber, and patent pooling be terminated 
whenever consistent with national security as provided in this Act.” 

Regulations requiring the mandatory use of GR-S and butyl rubbers in speci- 
fied products were revoked effective April 21, 1952, although they may be reim- 
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posed in the event that GR-S consumption falls below an annual rate of 450,000 

long tons and butyl consumption falls below an annual rate of 60,000 long tons, per 
a Defense Production Administration directive. (The Rubber Act of 1948 author- 
izes the President to fix minimum consumption rates deemed necessary in the 

interest of national security and the common defense but in no event is the an- 

— production to fall below 200,000 long tons of GR-S and 21,667 long tons of 
uty.) 

Patent pooling was terminated effective March 31, 1949. 

As to the termination of Government ownership and control of the man-made 
rubber producing facilities, Congress has directed that a disposal program en- 
visioning “‘a clean-cut separation of the Government from the rubber industry” 
shall be developed. Under the provisions of the Rubber Act, as last extended, the 
Reconstruction Finance Corporation submitted to the President and to the Con- 
gress a preliminary report on disposal of the rubber facilities on March 1, 1953, 
and the President is required to submit his recommendations for disposal to the 
Congress by April 15, 1953. 

1953 RUBBER POSITION 


There appears to be adequate supplies of all kinds of rubber in sight, as of 
the beginning of 1953, unless there should be serious interference with the ship- 
ment of crude rubber from the producing areas, with little likelihood of either 
a serious shortage or of a burdensome surplus developing during the year. Here 
are our estimates: 

1953 new rubber, estimated 


[In thousands of long tons] 


World total ! United States of America Rest of world ! 
Man- Man- Man- 
Total | Crude made | Total | Crude | Foge | Total | Crude ss 
Free stocks, first of year ?__- 923 783 140 216 396 120 707 3 687 20 
2,541 | 1,700 841 | 1,441 660 781 | 1,100 | 1,040 60 
Consumption. ..-| 2,400] 1,580 820 | 1,300 540 760 | 1,100 | 1,040 60 
Free stocks, end of year we 1, 064 903 161 357 216 141 707 687 20 


1 Except manmade rubber in Russia and Russian-oceupied areas. 

2 Free stocks include those stocks in bretees areas, in consuming areas, and afloats, available to industry 
but exclude strategic stockpiles in the United States of America and other countries. 

These strategic stockpiles, as of Jan. 1, 1953, totaled about 1,250,000 long tons, the bulk of which is in 
the United States of America national stockpile. Including both the national stockpile and the quantities 
in private hands, there is enough crude rubber in this country for about 8 years of all-out war (based on 
World War II experience after ample quantities of manmade rubbers became available), after reserving a 
minimum stock of 150,000 tons for reconversion to a peacetime economy. Also, there is adequate capacity 
for producing the manmade rubbers if a major conflict should start within the next few years. 

3 An average of approximately a 6 weeks’ supply of crude rubber is regularly afloat to the United States 
of America. As of Jan. 1, 1953, about 80,000 long tons destined for the United States of America were afloat. 


The quantity of crude rubber consumed will probably depend upon the market 
price. If the price for crude rubber is reasonably competitive with that of 
GR-S (which is probable if there are no substantial additions to Government- 
owned stockpiles during the year), the consumption of crude rubber may be 
higher—and that of manmade rubbers correspondingly lower—than shown in 
the above estimate. 

1954-60 RUBBER POSITION 


For the longer range, a careful analysis of the possibilities for continued 
growth leads to the conclusion that rubber consumption in the future will be far 
higher than in the past. Here are our estimates of the demand for the years 
1954-60, inclusive : 
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Estimated new rubber consumption and additions to stocks, 1954-60 
{In thousands of long tons} 


Consumption 
— Addition to Total 
Year | | 
Total! | Usa | Restof | stocks demand } 
| world! | 
| 
2, 500 1, 325 | 2, 500 
2, 500 1, 325 | 8 2, 500 
2, 600 1, 380 | 1, 220 | 20 | 2, 620 
2, 675 1, 420 | 1, 255 | 20 | 2, 695 
2, 750 | 1, 460 | 1, 290 | 20 | 2,770 
2, 875 | 1, 530 | 1,345 20 2, 895 
3, 000 | 1, 600 1,400 | 20 | 3, 020 
| 


1 Except manmade rubbers in Russia and Russian-occupied areas, 


Nore.—Although these estimates suggest a steady or rising rate of consumption throughout the period, 
it is probable that actual consumption will be higher than the estimate in some years and lower in others. 


On the supply side, it is probable that capacities for producing the man-made 
rubbers must be expanded, either by new techniques which will increase the 
output of present facilities, or by the building of new facilities, before the end 
of this decade. 

The following comparison of estimated demand and approximate capacities for 
the kinds of rubber now being produced shows the possibilities : 


Comparison of present world new rubber capacities and estimated demand, 
1954-60 


[In thousands of long tons] 


Approximate capacities | 
Total 


| 
Year | ] | demand 

| Crude ! | Man-made ? | Total | 

| 
 1,600/1,800 | 069/1,135 | 6609/2, 985 2, 500 
| 1, 600/1, 800 | 1, 069/1, 135 2, 669/2, 9°5 2, 500 
| 1, 600/1, 800 1,069,/1, 135 | 2, 6539/2, 935 | 2, 620 
1, 600/1, 800 | 1,0. 9/1, 135 2 669 2, 925 | 2, 695 
| 1, 600/1, 800 | 1, 0609/1, 135 2, 669/", 935 | 2, 770 
| 1, 600/1, 800 | 1, 069/1, 135 | 2, 669/2, 935 | 2, 8905 
| 1, 600/1, 800 1, 069/1, 135 2, 6619/2, 935 | 3, 020 


| Page 1062. 
2 Page 1063. 
3 Page 1069. 


This comparison indicates that an increase in capacities will be needed some- 
time during the last half of the 1950’s. Because about 7 years must elapse 
before new crude rubber plantings can be tapped, while new man-made capacity 
can be added within 2 years (or perhaps less, through new technical develop- 
ments), it is probable that manmade capacities will be increased. 

In the meantime, there should be a market for consumption purposes for every 
pound of crude rubber which can be produced at a price reasonably competitive 
with that for the principal general-purpose manmade rubber (new GR-S), 
because: 

1. United States of America rubber products manufacturers will use what- 
ever quantities are obtainable at competitive prices. 

2. The rest of the world lacks the hard currency necessary to buy substantial 
quantities of manmade rubbers from the two principal producers—United States 
of America and Canada—and must therefore use crude rubber. 


CRUDE RUBBER PRICE HISTORY 


The history of crude rubber is marked by big price swings. 

In this century, the peak price was established in 1910, when a daily closing 
price of $2.88 per pound was reported. Increasing supplies of plantation rubbers 
caused prices to decline, although with wide fluctuations during each year, to a 
low of 11% cents a pound in 1921. 
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During the period when the British Stevenson Restriction Scheme was Opera- 
tive (1922-28), prices ranged from a high of $1.23 in 1925 toa low of 16°%4 cents 
in 1928. 

The alltime low of 254 cents was established during 1932. 

Under the International Rubber Regulation Agreement (1934-44), the peak 
price was 27 cents a pound. Under wartime Government controls, instituted in 
1941 and terminated in 1947, the price was fixed at 224) cents. — 

Although prices declined following the return to a free market in 1947, reach- 
ing a low 14% cents, then advancing to a high 2514 cents in 1948, the price at 
the beginning of 1950 was 18 cents. 

Consumption then increased and prices advanced. A temporary shortage of 
man-made rubber also developed. On June 23, 1950, the last market day prior 
to the opening of hostilities in Korea, the spot closing price of crude rubber was 
28% cents. 

Following Korea, manufacturers of rubber products in countries which had 
no man-made rubber industry began buying larger quantities of crude rubber. 
Direct and indirect purchases by Russia stepped up substantially. The domestic 
demand for rubber products was increased because of “scare” buying by con- 
sumers. The United States Government was also purchasing additional quan- 
tities for the national stockpile. 

The result was a rapid advance in the crude rubber price. New York rubber 
dealers report that, on November 9, 1950, some sales of spot rubber were made at 
90 cents. 

During the period from December 29, 1950, until June 1952, when the United 
States Government was the sole importer of crude rubber into this country, 
world market prices, converted to New York delivery, ranged from 81% cents 
down to about 31 cents. 

The closing price on December 31, 1952, was 3244 cents. 


ATTEMPTS TO CONTROL PRICE OF CRUDE RUBBER BY INTERNATIONAL CARTELS 


Although there have been different attempts since 1900 to control the price of 
crude rubber by restricting production, the two most important were— 

The Stevenson restriction scheme, November 1922 to October 1928. Spon- 
sored by the United Kingdom Government. 

The International Rubber Regulation Agreement, June 1934 to April 1944. 
Included the Governments of the United Kingdom, the Netherlands, France, 
India, and S'am. 

In both of these cartels, the proposals originated with the owners of the rubber 
plantations, with the active support or acquiescence of the home governments, 
The sponsoring governments were responsible for the administration of the 
programs. 

The cbjectives were— 

Stevenson restriction scheme—*To assist the British rubber industry by 
securing a reasonable price for producers, and incidentally a fairly stable price 
for manufacturers.” * 

International Rubber Regulation Agreement.—(1) “Reducing world stocks to 
a norma! figure,” (2) “adjusting in an orderly manner supply to demand,” and 
(3) “maintaining a fair and equitable price level which will be reasonably 
remunerative to efficient producers.” * 

The methods employed under these two cartels were similar. Each rubber 
grower was permitted to export a uniform percentage of his predetermined pro- 
ductive capacity. The exportable quotas were progressively raised or lowered 
as rubber prices went up or down. 


RESULTS OF INTERNATIONAL CRUDE RUBBER CARTELS 


Both of these cartels ultimately failed. They did succeed, however, in main- 
taining unreasonably high prices for some years. During that time the inefficient 
as well as the efficient producers enjoyed abnormally high profits on less than 
capacity output. Normal competitive risks apparently were eliminated; in 
effect, profits were guaranteed—at the expense of consumers. 


1 Sir Andrew MacFadyean, The History of Rubber Regulation, 1934-43. 
? As stated in the preamble of the agreement. 
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Other results were— 

1. New plantings in areas not controlled by the agreements were stimulated, 
thus increasing competition. 

2. New plantings and replantings by the controlled producers were restricted, 
so that these producers failed to maintain their proportion of the spectacular 
increase in total rubber output. 

3. Efficient producers were forced to curtail output to the same degree as the 
inefficient, so that average production costs were higher. 

4. The competitive stimulus to reduce costs through higher yields and better 
methods was stifled, with the result that only a small percentage of existing 
crude-rubber plantings are high yield and low cost. 

5. The replacement of crude rubber by reclaimed rubber was increased. 

6. The search for materials which could replace crude rubber was stimulated. 
Manmade rubbers were discovered and eventually replaced crude rubber for many 
uses, 

7. Prices were not stabilized. 

8. The crude-rubber stockpiling program of the United States Government 
was hindered and delayed, even in 1940 and 1941 after war had started in Europe, 
when the International Rubber Regulating Committee resisted efforts of both 
the British and American manufacturers to have export quotas increased to 
meet urgent defense and war demands. 


INTERNATIONAL RUBBER STUDY GROUP 


The International Rubber Regulation Agreement was in effect when the Japa- 
nese occupied 90 percent of the crude rubber producing areas. The United States 
then became a major producer of rubber, was invited to join in the agreement, 
but declined. The agreement was terminated effective April 30, 1944. 

Consultations among the United States, the British, and the Netherlands Gov- 
ernments, and with representatives of our country’s rubber products manufac- 
turing industry, then led to the setting up of an International Rubber Study 
Group. 

The object of the group was to provide an informal forum where representa- 
tives of the participating countries could meet together from time to time to 
discuss rubber problems and keep the world rubber situation under continuous 
review without in any way binding the governments represented in the group. 

Meetings of the group have been held annually, beginning in 1945. The mem- 
bership has been expanding and includes consuming as well as producing coun- 
tries. Representatives of 18 governments attended the 1952 meetings in Ottawa, 
Canada. 


RESOLUTION ADOPTED MAY 1952 BY THE INTERNATIONAL RUBBER STUDY GROUP 


Reports emanating from past meetings of the group have indicated a contin- 
uing interest on the part of the governments of several crude rubber-producing 
areas in some form of intergovernmental action which will result in a higher 
price for erude rubber; also some dissatisfaction with actions taken by the 
United States Government in the interest of our country’s national security. 

The press communique released by the group following the May 1952 meeting 
in Ottawa included this significant statement— 

“The group noted that many of its members were greatly concerned about the 
uncertainties of rubber production, consumption, and price and, because of con- 
siderable variety of opinion as to the best method of attempting to solve these 
problems, the group resolved to pursue the matter by establishing a working party 
with the following terms of reference: 

“To consider whether measures designed to prevent burdensome surpluses or 
serious shortages of rubber are necessary and practicable; to prepare drafts of 
any agreements required to implement such measures; and to report back to the 
study group as soon as possible.” 

Membership of the working party is open to all members of the group who 
wish to be represented on it. 


MEETINGS OF THE WORKING PARTY OF THE INTERNATIONAL RUBBER STUDY GROUP 
JULY 1952 AND JANUARY 1953 


The first meeting of the working party was held in London in July and August 
1952. Press reports indicate that a multilateral trade agreement in crude rubber 
and an international crude rubber buffer stock, theoretically for the purpose 
of minimizing short-term price fluctuations, were the two principal proposals 
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which were discussed, but that, of the two proposals, the buffer stock appeared 
to be the more feasible. The crude-rubber producers suggested that there will 
be a surplus of crude rubber in each of the next few years, during which time 
the buffer stock could be accumulated ; followed by several years during which 
demand will exceed supply, when the buffer stock can be sold without loss. This 
meeting was adjourned for further study. 

The working party reconvened in London in January 1953. Press reports indi- 
cate that there was general agreement that an international crude-rubber-buffer 
stock was a practicable mechanism for stabilizing the price of crude rubber and 
that the plan would be considered by the International Rubber Study Group at 
its meeting in Copenhagen in May 1953 with a view toward asking the United 
Nations to call a special commodity conference with power to implement its 
decision. Whether the plan involved the restriction of crude-rubber production, 
where the vast sums of money which might be required could be obtained, and 
other important details of the plan were not revealed. 


UNITED STATES GOVERN MENT VIEWS ON INTERGOVERN MENTAL COMMODITY AGEEMENTS 


Governments of other nations have good reason to believe that the United 
States Government is interested in and might participate in some form of an 
intergovernmental agreement in rubber. 

1. The Habana Charter of the International Trade Organization (ITO) — 
In 1945, our State Department published a paper entitled “Proposals for the 
Expansion of World Trade and Employment.” Following a series of interna- 
tional conferences to consider these proposals, the “Habana Charter” for an 
International Trade Organization was drawn up in March 1948. 

Chapter VI of this Charter makes provision for intergovernmental commodity 
agreements in so-called primary commodities whenever international trade may 
be affected by special difficulties such as the “tendency toward persistent dis- 
equilibrium between production and consumption, the accumulation of burden- 
some stocks and pronounced fluctuation in prices.” A primary commodity is 
detined so that it could include not only the agricultural crude rubber but also 
man-made rubbers, plastics, and reclaimed rubbers. 

The United States delegation to the Habana conference approved the Charter. 

2. United Nations Economic and Social Council—In September 1951, the 
United States representative to the Economie and Social Couneil of the United 
Nations submitted a resolution to that body proposing that the Council reaffirm 
the principle that was formulated in the Habana Charter and set up an ad hoe 
committee to devise appropriate machinery to give effect to that principle. The 
resolution was approved. 

3. Mutual Security Agency—the Green Book.—A document dealing with vari- 
ous foreign economic problems was prepared in the Mutual Security Ageney for 
internal use in developing our Government's policy. Although this document 
was not available to the American public, some of the foreign press apparently 
had knowledge of its contents, which were of such nature as to inspire press 
comments to the effect that the United States Government has come to believe 
in the need to create some mechanism to preserve stable commodity prices and 
have considered three methods: 

(1) The creation of large buffer stocks in the United States; 

(2) Multilateral commodity agreements similar to the International 
Wheat Agreement; and 

(3) Bilateral commodity agreements. 

4. The report of the President's Materials Policy Commission.—The Presi- 
dent’s Materials Policy Commission, in June 1952, published their study of the 
materials problem of the United States and its relation to the free and friendly 
nations of the world. Among the Commission’s conclusions : 

“The Commission believes that, on balance, the international arrangements 
that hold the greatest promise for stabilizing materials markets and, at the 
same time, for promoting the increased production of materials that the future 
will demand are the multilateral contract type of agreement and buffer stock 
agreements either without or with quota provisions on exports or production. 
The appropriate mechanism for particular problems must be decided case by 
case.” 

In its analysis of the rubber outlook, the Commission concluded “In view of 
the United States ability to expand sythetic-rubber capacity, no serious security 
supply problem need be encountered during the next 25 years.” Yet, following 
a discussion of multilateral contracts and international buffer stocks, the Com- 
mission said: 
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“International commodity agreements which combine buffer stocks and quotas 
on production and exports are suggested for materials such as tin and natural 
rubber for which the long-term trends are more uncertain.” 

Discussing the question of revising chapter VI of the Habana Charter, now 
being undertaken by the United Nations Social and Economic Council, the Com- 
mission said: 

“The practical choices facing the United States, in the Commission’s opinion, 
are either (a) to advocate retaining chapter VI substantially in its present 
form, or (b) to advocate replacing it by a simple and more flexible set of pro- 
cedures, for considering and establishing international commodity agreements.” 

To many people outside of our country—and especially those who believe 
they have benefited from past attempts to control the price of rubber—such 
actions and reports from the administrative branch of our Government take 
on almost the stature of a policy already adopted by Congress as expressing 
the considered judgment of the American people. 


ADMINISTRATIVE BRANCH OF UNITED STATES OF AMERICA GOVERNMENT POLICY RE: 
INTERGOVERN MENTAL COMMODITY AGREEMENTS 


Since the end of World War II, the policy of the administrative branch of our 
Government seems to have been: 

1. To promote an international agreement or charter which will legalize 
various forms of commodity agreements, and 

2. To discuss with other governments the advisability of intergovern- 
mental agreements which impose restrictions upon the distribution or the 
use of commodities entering into international trade and of buffer stocks 
for international commodities. 

Yet these policies have never been approved by Congress. The Havana Charter 
was presented to the Congress for ratification. After hearings, however, Con- 
gress refused to authorize our Government's participation in an international 
trade organization under the Havana Charter. 


PRESENT POLICY IS UNSOUND 


The B. F. Goodrich Co. believes that any action by the United States Gov- 
ernment which encourages the Government or peoples of other nations to hope 
that the United States may ultimately agree to some plan for international 
control of the production, distribution, or use of crude rubber is a disservice 
to all the peoples of the free world. 

As long as there is a possibility that an international agreement which will 
insure higher prices for crude rubber may be negotiated, crude rubber pro- 
ducers have less incentive to increase efficiency, improve quality, reduce costs, 
or take other steps to compete successfully with man-made rubber—and gov- 
ernments of the crude-producing areas have less incentive to adopt fiscal pol- 
icies which will promote the growth of sound competitive economies. 

The probability that our domestic economy will be affected when other coun- 
tries find that artificially created economic props have no firm foundation should 
give our Government good reason to promote only those programs which are 
economically sound. 


AGREEMENTS NOW BEING PROPOSED ARE UNSOUND 


Regardless of the reasons which have been advanced to justify an inter- 
governmental rubber agreement, the primary objective of any such agreement 
would be to insure the producers higher prices than might be obtained in a 
free market. Now that the man-made rubbers are directly competitive with 
crude rubber in a wide area of usage, it is highly improbable that an agree- 
ment could be negotiated and enforced which would insure higher prices for 
crude rubber and also insure that the producers could sell all of their output 
at these higher prices. 

Rubber products manufacturers who suffered large losses under past rubber 
agreements would surely develop other sources for rubber as protection against 
unreasonably high prices for crude rubber. This protection could be through 
new plantings in areas not under the agreement or, more likely, through oper- 
ating existing man-made rubber facilities at higher rates or through building 
additional facilities. The search for adequate alternates for crude rubber 
for all uses would be stimulated. 
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The eventual result would be the same, whether the price control mechanism 
was a buffer stock, a production or export restriction scheme, or a combination 
of the two. 

The crude rubber producing countries participating in the plan would obtain a 
progressively smaller share of the world’s rubber requirements. Ultimately, 
either the agreement would collapse or crude rubber would cease to be an 
important export from the participating countries. 


BUFFER STOCK NOT A SOLUTION 


Those who advocate a crude rubber buffer stock for the purpose of limiting 
price fluctuations tend to minimize— 

1. the problems of fixing price floors and price ceilings which are satis- 
factory to both producers and consumers. 

2. the political pressures of special-interest groups (producers will want 
the buffer-stock authorities to uy continually, never to sell; consumers will 
want the buffer stocks located in consuming countries). 

3. the difficulties in insuring that the buffer stocks include the grades and 
qualities which the consumers will buy. 

4. the probability that consumers would carry lower inventories if sub- 
stantial buffer stocks existed. 

5. the problems of financing the buffer stocks, and 

6. the costs of handling, storing, and rotating stocks that deteriorate in 
storage, all of which would make it more difficult for crude rubber to compete 
with man-made rubbers. 

And, we believe, they ignore the certainty of disastrous failure unless the 
development, production, and use of all competing materials are also controlled. 

This could be done only if the controllers had dictatorial authority—the power 
to make final decisions on all points of controversy and the power to enforee 
their decisions. 

All participating nations would have to surrender their sovereignty insofar as 
rubber and all competing materials were concerned—would have to agree to 
accept and enforce the decisions of the controllers. 

There could be no free nations or free peoples in rubber, except for those 
countries which refused to participate and which had or could develop other 
sources of supply. 


RECOMMENDED ACTIONS BY THE UNITED STATES GOVERNMENT 


The B. F. Goodrich Co. believes, however, that there are actions with respect 
to rubber which can be taken by Governments and which will be of immediate 
and long-range benefit to all the peoples of the free world. 

We recommended that the United States Government— 

1. Announce that the Government will not be a party to any agreement which 
may result in intergovernmental control of the production, distribution, or use 
of rubber or which will interfere with the functioning of the free market in 
rubber, except during a period of national emergency. 

2. Announce that the Government is not now buying and does not contemplate 
buying any more crude rubber for addition to the national stockpile. 

3. Urge governments of the crude rubber producing areas to adopt policies and 
programs which will stimulate the development of a sound competitive crude- 
rubber industry. 

4. Issue a clear-cut statement of policy assuring both producers and con- 
sumers of rubber that the strategic stockpile of crude rubber now owned by 
the Government will be used only for the purpose of military and essential 
— security and will under no circumstances be used to manipulate rubber 
prices. 

5. Sell or lease to private industry all Government-owned manmade rubber- 
producing facilities as quickly as possible . Now that we have achieved national 
security, there is no justification for competition by the United States Govern- 
ment with private producers of crude rubber in other nations. 

6. Until the Government-owned facilities are disposed of, maintain the sell- 
ing prices of Government-produced rubbers at levels which will recover full 
costs and return a reasonable profit on the invested capital. 
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SUGGESTED ACTIONS BY GOVERNMENTS OF THE CRUDE-RUBBER-PRODUCING AREAS 


We believe that the governments of the crude-rubber-producing areas can 
advance the interests of their own people by— 

1. Encouraging lower production costs by bud grafting and seed selection to 
increase yields, and greater mechanization of methods of collection, washing, 
drying, and milling. 

2. Encouraging the merging of smaller companies into larger units to make 
possible lower costs and to permit flexibility of operations, especially in periods 
when supply exceeds demand. 

3. Educating the individual owners or small holders to improve the quality 
of the grades of rubber they produce so that they may obtain a higher price 
for their product. 

4. Encouraging the growing of food by rubber producers and the diversification 
of crops thus providing protection against declines in crude-rubber prices. 

Such constructive Government actions will make it possible for the reasonably 
efficient crude-rubber producers to compete successfully for a large share of 
the rubber market and will provide a sound foundation for permanent improve- 
ment in the standard of living in the crude-rubber-growing areas. 

Such a program should be of major assistance in the fight against communism 
in those areas. 

And such action should be in accord with the sound concept that a dynamic, 
expanding world economy will, through increased production, bring higher 
standards of living to all peoples. 

Mr. Cotter. Thank you. 

It is our strong conviction that this Congress now has an oppor- 
tunity to make a major contribution to the public interest through 
the development of sound legislation providing for the disposal of 
the existing Government-owned facilities. Thank you again for giving 
us this opportunity to present our views. 

Mr. Suarer. Thank you. 

It is an excellent statement, Mr. Collyer. 

I am glad you brought out—I think it was on page 10 of your 
statement—where there is a little discussion as to taxes being paid 
by the Government now that will be eliminated, with accelerated 
amortization, when we get rid of the synthetic-rubber plants, and 
instead we will receive taxes in return on the business conducted in 
the future. 

I would like to know and I think we should have it for the record, 
Mr. Blandford, if it isn’t in the RFC report, the total amount of 
taxes that have been paid by the corporation, the Government corpora- 
tion. 

Mr. Bianprorp. I don’t believe I have that figure here. 

Mr. Swarer. During the operation of these Government-owned 
plants. 

Mr. Cotiyer. Mr. Chairman, I do not, either, but I have seen the 
figure and it is a very substantial amount. 

Mr. Snarer. It is a very substantial amount, I know. I know of 
some figure that has been brought to my attention in my travels 
around. 

In one county in the State of Texas, it seems that last year more 
than $800,000 was made in county, State, and local taxes by the Fed- 
eral Government. 

So I think the amount runs to the point where, if there was a debate 
on the subject, you could show that we have paid out considerably more 
and that we haven’t made as much from these synthetic-rubber facili- 
ties in the Government operation as many people would lead us to 
believe. 
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Do you believe that the time is now ripe for the disposal of these 
plants, Mr. Collyer? 

Mr. Cotiyer. Well, sir, as you recall, I have personally felt the 
time was right every period that this matter has come before the 
Congress since the end of World War II except in 1950, and there 
we found ourselves in a position where Government plants shut down 
that in our company’s opinion should not have been shut down. 

We felt at that time, under the conditions, the greatest speed could 
be made in rectifying the error by having the Government continue 
for a further period. But we do believe that now is an opportune 
time. 

Mr. Suarer. And do you see any reason why, if this legislation 
is adopted, we should be longer than, say, from March 31 next year in 
disposing of these facilities / 

Mr. Cotiyer. Sir, I would be extremely disappoined if the program 
could not be carried out in that period. 

Mr. Suarer. Well, there is enough information and there has been 
enough discussion on this whole question so that there is no, to my 
mind at least, need of any great lengthy period of negotiation and so 
forth. 

I just wondered whether you felt the same way about it? 

Mr. I do. 

Mr. Suarer. Mr. Philbin? 

Mr. Putern, Regarding your proposal for tax adjustments with 
accelerated amortization, what rate did you have in mind particular, 
Mr. Collyer? 

Mr. Cottyrr. I had in mind the programs that the Government 
used during World War I and more recently with the expansion in 
the steel industry and other expansions of capacity. 

Mr. Putter. Do you think that that is necessary in order to 
enable you to make a satisfactory adjustment ? 

Mr. Cottyer. Sir, I brought it out. 

Mr. Putter. In connection with this whole program. 

Mr. Cottyer. With regard to the risks. I think we should recall 
that these Government-owned plants initially might have been built 
on accelerated depreciation programs. But I think that there are 
other industries that are almost founded and expanded in that way, 
and I do feel that this should receive consideration by the Congress. 

Mr. Puirery. You recommend that it may be included in some 
provision ? 

Mr. Cottyer. I do, sir. 

Mr. Putern. Some tax provision might be inserted in the present 
legislation ? 

r. CottyEr. Yes, sir. 

Mr. Putisrn. Now, I note you made reference also to the possible 
obsolescence of these plants. I would like to have your comments on 
that factor, as to the prospects and the rapidity with which we may 
expect these plants to undergo obsolescence. 

Mr. Cotiyer. Sir, our company is an operator of the polymeriza- 
tion plant, which is the plant that takes the raw materials—the buta- 
diene, styrene, and other materials—and makes them into a useful 
material, rubber. 

A few months ago our company announced a new process for poly- 
merization. We call it high-speed polymerization. We have gone 
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far enough to know that it is practical and could be made commercial. 
And one of the problems that our company will face in deciding what 
to bid on a plant will be what we could take this new process and 
build a plant for for a given capacity, for instance, against what we 
would pay for a Government-owned plant. 

Mr. Prien. So there may be some circumstances under which it 
would be advantageous for you to build a completely new plant, 
rather than taking over some of these Government plants. 

Mr. Cottyer. That is right. 

Then I mentioned also that the plants could become obsolete if 
—— were developed and could not be produced in these existing 
plants. 

Mr. Putri. I understand that. 

Now, what competition from producers of raw rubber did you have 
in mind when you set forth that as one of the factors that you were 
considering in connection with the disposal or the purchases? 

Mr. Cortyer. There are thousands of crude rubber producers 
throughout the free world. They are classified mainly into estates, 
which are similar to companies, and then small holders, where any- 
where from one up to many people might operate, almost as our small 
farmers would operate. 

The cost of production of crude rubber varies a great deal. During 
the last many years some companies have made great progress in 
improving the productivity, in improving the yields, as it is called, 
with a resultant reduction in cost of production. 

But these costs probably vary from 12 or 14 cents a pound, delivered 
in New York, up to 25 cents a pound and in some areas of the world, 
like South America, probably higher. 

And my point is that given reasonable stability throughout the 
world, that the progressive producer of crude rubber will do the bud 
grafting necessary to get the high yields, the low cost rubber, and that 
will be the potential and, in my opinion, the future competition against 
man-made rubber. 

Mr. Puitsin. What would be the effect if in the event of war or 
emergency the supply of crude rubber were cut off ? 

Mr. Cottyer. I mentioned world stockpile. I believe that we have 
in this country today sufficient crude rubber which if during an 
emergency were used in the same proportions to our man-made rubber 
as in the last year of the last war, that we have enough crude rubber 
to carry on for at least 7 years. 

Mr. Putten. Well, is there a time foreseeable, in your judgment, 
when we can be entirely relieved of the need for crude rubber? 

Mr. Cotiyer. Frankly— 

Mr. Puritein. If the emergency should require—— 

Mr. Cotnyer. I do not know at the present time of any material 
that will replace crude rubber effectively in the very large truck and 
bus tires. 

But we have made great. progress in developing tires that use much 
lower percentages than was the case in the last war, and I am sure that 
that gradual progress will continue. 

You may know, sir, that in the year 1945, the last year of the war, 
that United States of American consumption was made up of 87 
percent manmade rubber and 15 percent imported, crude rubber. 
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Mr. Puteri. Now, how would you suggest that the stockpiles, the 
present accelerated Government stockpiles, be disposed of ¢ 

Mr. Cottyrr. I believe there is some protection under the stockpile 
law which requires a notice period. But I felt it well to remind the 
Congress of this position, which I can tell you is of the utmost concern 
to the rubber ome, se nations of the world. 

I would feel that it would just be understood to be practical and in 
the best interest of the United States and our people that that rubber 
would not be liquidated at a time that crude rubber was seriously 
depressed. 

r. Porter. But until such time—— 

Mr. Cottyer. But I think at some future date it might serve a very 
useful purpose, other than military, if there was no military demand 
that were available. 

Mr. Pumpin. Until such time as we are able to provide through our 
synthetic rubber plants for our needs, that we should have the stockpiles 
in substantial number, as a guarantee. 

Mr. Cottyer. Yes; do feel that. 

Mr. Pury. In your excellent statement you made reference to 
some of the factors that should go in, in your opinion. What did you 
have in mind there? 

Mr. Coutyer. I have already referred to the risks and the problems 
that must be faced by prospective producers. We have already touched 
on the competition with crude rubber and I have given an indication 
of what low-cost producers are able to do. 

Mr. Putter. Do you think, in the event this disposal is carried out, 
there should be no substantial change in your relationship with your 
distributors and your fabricators, so that they can be assured of an 
adequate supply of rubber at fair and reasonable prices? 

Mr. Cottyer. Sir, I would like to mention that nearly 2 years before 
Pear Harbor the B. F. Goodrich Co., with its private capital, embarked 
on the commercial production and sale of the butadiene type synthetic 
rubber. We were making important progress first in the special 
tire field. But 18 months before Pear] Harbor, in June 1940, we 
announced that we were offering for sale to the American people for 
the first time passenger car tires, in which our rubber replaced crude 
rubber by more than 50 percent. 

We sold many thousands of those tires, which gave most satisfactory 
performance. And that production and that experience in the use of 
the rubber was in my opinion the main know-how which made possible 
the production in time in the Government plants the rubber that was 
needed for the war period. 

So as a private producer, going back that far, not only in synthetic 
or man-made rubber but in rubber chemicals, and plastics, it is part 
of our business to sell to divisions of our own company and to sell 
to the competitors of those divisions. 

And I should prefer that you get your testimony from some of our 
customers, but I am quite confident they would tell you that they are 
always treated as they would be if we were a producer of crude rubber 
with no other business. 

Mr. Puitein. You don’t feel that there should be any change in 
that relationship 

Mr. Cotiyer. I am certain there is not. 

Mr. Puitein. With the smaller people in the industry? 
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Mr. Cottyer. Yes. 

Mr. Puiinin. So the smaller people in the industry will be protected 
in that they will be able to get normal supplies of rubber. 

Of course, they won’t get normal supplies of rubber under an emer- 
gency, we understand that. But generally speaking, they will be able 
to get normal supplies of rubber at reasonable prices. 

‘hat is your opinion ¢ 

Mr. Cottyer. Well, you put two questions. 

I am certain they are going to receive the materials they need. 
What price they receive it at I am sure would be reasonable for the 
conditions existing in the period. 

Mr. Putter. Do you think there is any danger in the process of 
disposing of these plants that they may fall into the hands of one 
group or a group controlled from a single source. that might develop 
some undesirable conditions in the industry as a whole affecting the 
supply to the smaller users of rubber throughout the country, and 
also the price ? 

Mr. Cottyer. I do not, but of course, the Congress and the Depart- 
ment of Justice know much more about that than I would and [ am 
sure that whatever safeguards are needed will be taken. 

Mr. Puitein. You would favor any safeguards that might be 
deemed necessary to ensure that those conditions would not develop, 
following upon the disposal 

Mr. Cotiyer. Yes. And in the bill before the Congress, we do not 
see anything that is inconsistent with the antitrust laws. 

Mr. Puitsrx. How would you feel about having the Attorney Gen- 
eral pass upon the preliminary arrangements to these awards, these 
contract awards, from the standpoint of the antitrust statutes and 
monopoly statutes ? 

Mr. Cottyer. I would favor having the Attorney General pass on 
them. 

Mr. Putter. You wouldn’t have any fear that that might be re- 
moving any controversies from the courts, stripping persons who 
might be dissatisfied with the results from pursuing their remedies in 
court, or handicapping them in the event they may be disposed or feel 
it necessary later to take any question upon which they may be dis- 
satisfied into the courts of justice? I don’t want—— 

Mr. Coxttyer. I think it is almost impossible for me to predict what 
might happen. But certainly whatever Congress decides as a pro- 
gram, whatever the laws of the land are, the B. F. Goodrich Co. wants 
to adhere to the programs and to the existing laws. 

Mr. Puiein. My question really was propounded to try to elicit 
whether or not, in your judgment, an opinion rendered by the Attor- 

ney General at this particular time would be binding in any way upon 
future possible litigants in connection with any of the matters devel- 
oping out of this program. If you don’t care to comment on the legal 
aspect, I won’t press you. 

[r. Cotyer. I am sure we all appreciate that is a very complex 
problem. As Mr. Tracy pointed out, there is the supply of the raw 
material. Then there is, of course, the manufacturer of the raw ma- 
terial, the manufacturer of the rubber. And the butyl operation of 
which he spoke is what we would call an integrated operation. 

You take the raw material and the plant produces the finished prod- 
uct. The Government owns plants for producing the main raw ma- 
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terial, butadiene, and owns one plant for producing the secondary raw 
material, the styrene. So whoever purchases a plant for producing 
ruober must have a source of supply of those raw materials. But most 
of the styrene today is produced by private industry. But we know 
that there are certain plants today that are operated—both the 
butadiene plant and the polymerization plant—by one operator, one 
group of small companies, and the plant that the Phillips Petroleum 
Co. runs in Borger. But it seems to me no set pattern can be decided 
in the legislation. 

I should feel that in the interests of the American people, the Gov- 
ernment, the Congress, would want to have a program that would 
insure the greatest maximum recovery from the purchaser for the 
plants and give the maximum national security. What I am suggest- 
ing, sir: That in certain cases it may work out that two companies 
might form a company to purchase both a butadiene plant and a 
polymerization plant. 

Mr. Puirein. You may have a pooling of purchasers? 

Mr. Cotiyer. Yes. What I am suggesting: I think for the Attor- 
ney General to try to foresee all the possible proposals would be ex- 
tremely difficult. 

Mr. Puitein. Now in answering the question propounded by the 
distinguished chairman, you stated that March 31 of next year might 
us well be the deadline to be inserted into the bill. Would that be 
agreeable to you ¢ 

Mr. Couuyer. It would, sir. 

Mr. Putsin. Insofar as your company is concerned, you are pre- 
pared probably in the near future, you would be prepared probabl 
in the near future, to submit bids on the properties, on those on whic 
you might be interested ¢ 

Mr. Cotiyer. We expect to be prepared by the time the legislation is 
passed. 

Mr. Putter. In other words, there is no need for any long delay 
in carrying out this program 4 

Mr. Cotiyer. No. 

Mr. Puitein. ‘So far as you are concerned / 

Mr. Couiyer. That is right. 

Mr. Puiery. So far as any connection with the formulation of 
bidding is concerned ? 

Mr. Cotiyer. That is right. 

Mr. Putter. All right. 

Mr. Suarer. Any questions, Mr. Doyle? 

Mr. Doyte. Mr. Collyer, I think you are the only witness before 
this committee so far who has referred to this rubber as manmade 
rubber. All other witnesses refer to it as synthetic rubber. And in 
your fine statement you only used the term “synthetic rubber” once, 
whereas you used the term “manmade rubber” about a dozen times. _ I 
am wondering what the significance is? I know it doesn’t bear on the 
issues, of course—— 

Mr. Cottyer. Sir, you please me very much to ask that question. 

Mr. Dorie. Well, no one asked me to ask it. But then I am natu- 
rally interested in that variation. 

Mr. Cotter. Prior to the last war, most people in the rubber busi- 
ness referred to the agricultural rubber as crude rubber and just why, 


I don’t know. It wasa crude material and was known as crude rubber. 
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But I think it was during the war period that someone decided to 
make crude rubber sound better, that we call it natural rubber. At 
that time synthetics and synthetic rubber was rather looked down on. 

Also, the know-how that made possible the development and pro- 
duction of manmade rubber was clone right here in the United States. 
The Germans had done some work in synthetic rubber and terminolo- 
gies were given to some of our early rubbers very similar to those, 
= — later changed to GR-S, which was to designate Government 
rubber. 

So our company decided that looking forward to the day when there 
might be competition, private competition, we would much rather 
have our rubber known as manmade rubber and also, sir, we usually 
refer to it in our company as American-made rubber. 

Mr. Doyir. American made. ‘Thank you very much. 

On page 2 of your very fine statement, you state : 

Congress should now determine whether or not our national security and 
pe of the American people will be best served by the disposal of these 
plants, 

Of course, you, representing one of the great industries of our Na- 
tion, are very much aware of the fact that the reason this subcommit- 
tee is here this morning, before the presence of you and like men in the 
room with us, is to help us as your Representatives, because we are 
United States Representatives, ascertain whether or not the national 
security will be protected if these Government-owned facilities are 
of now. 

s there any question in your mind whatsoever as to whether or not 
our national security would or is best served at this time, thinking 
in terms of national defense now for a minute? Is there any limita- 
tion on your recommendation that these facilities be disposed of ? 

Mr. Cottyer. There is no intention of giving 

Mr. Dorie. When you take into consideration our national security, 
both present and anticipated future ? 

Mr. Cotiyer. There is no intention of having any reservation. In 
fact, in the first draft of my testimony I had put in that Congress 
“should” and I thought it would be more courteous to say “to decide.” 

Another thing I had in mind, sir: If by any chance favorable legis- 
lation or legislation favorable to disposal of the plants is not enacted, 
then I feel that Congress has an immediate protien to face, and that 
was referred to this morning. That is, What are the rules going to 
be for the future. I mentioned our own company’s investment in the 
butadiene-type rubbers. What assurances are we going to have that 
the Government will not sell below cost? What assurance are we 
going to have that they will not try to make a reasonable profit ? 

As a consumer of rubber, what assurance are we going to have 
that the Government will provide the rubber needed to take care of 
the needs of the consumers of rubber? 

Mr. Dorie. When should the Government guarantee the supply ¢ 

Mr. Cotiyer. Sir? I take the position that if the Government 
decides to continue a monopoly in the manmade rubber-producing 
segment of the industry, that it has a responsibility to supply the needs 
of the country. 

Mr. Should the Government consumers any fixed 
supply of manmade rubber during the disposal period or immediately 
thereafter, so that the consumers would be sure of having an adequate 
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supply over a period, say, of 6 months, which was testified to 
yesterday ? 

Mr. Cotiyer. Yes, I feel that is important. I believe that you 
refer to Mr. Litchfield’s testimony. I am extremely doubtful that if 
in the time period before the plants are in private hands, that 200,000 
tons of stocks could be built up. But I do feel that the plants now 
operating should be continued in production at their present rates 
and achieve whatever stock can be achieved. 

I think that is necessary for an orderly transition. I feel it is 
necessary in the interest of the producers of crude rubber who have 
told us that they do not like the wide fluctuations in price, and if we 
should get a supply-demand position of shortage of new rubber in the 
world, the price could go up, which would be an embarrassment to 
both producers and consumers. 

Mr. Doyie. I am calling your attention to your splendid statement 
on page 4—— 

Mr. Suaver. It boils down—if you will pardon me a minute. 

Mr. Doytx. Go ahead. 

Mr. Swarer. It boils down, in answer to that question: This does 
mean that if we fail to pass this legislation, if we fail to bring about 
disposal, then there must be an entire repricing program in the whole 
industry ¢ 

Mr. Cottyer. Sir, I do not feel it is only a repricing program. It 
is for the Congress deciding what the rules are going to be for their 
competing with a monopoly against private industry and serving the 
needs in rubber of the American people. 

Mr. Buanprorp. Mr. Chairman. 

Doesn’t it mean that the Congress, if it is to stay in this business, 
is under an obligation to the American people and the consumers of 
rubber to expand present facilities ? 

Mr. Cottyer. I feel that very definitely. 

Mr. Buanprorp. And they must go into this business, all out, and 
if they are going to run this business, then they are going to have 
to run it the way they would run any kind of an ordinary business 
and be able to produce the rubber that is demanded by the American 

ople. 

a ao al obviously, no director is going to approve the money neces- 
sary to build a facility to run in competition with the Government. 

Mr. Couiyer. Yes, | feel that. But it seems to me we have gotten 
this discussion into a rather sour note. I wouldn't like to feel that 
anyone with an understanding of the problem is contemplating that 
we are not going to work out a sound program of disposal. 

Mr. Buanprorp. No, but, of course—— 

Mr. Cottyer. But I do feel that the Congress should be mindful 
of what the position will be if the plants by any chance are not dis- 
posed to private industry. 

Mr. Buanprorp. That is right. And that conclusion is, then, that 
the Government, if it announces that it is going to stay in the business, 
is going to have to expand its facilities, spend more money on pro- 
duction, and ge into the business as it would if it were a private 
industry ¢ 

Mr. Cottyer. Yes, and I think it would be fair to say that private 
industry, at least with private industry’s money, would not be spent 
very freely in the field of manmade rubbers. 
26066—53—No, 
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Mr. Bianprorp. So we would, in effect, be blocking 

Mr. Cottyer. The Government would take on a still larger re- 
sponsibility. 

Mr. Buanprorp. We would be blocking progress in something that 
is just now in its infancy. 

r. Cottyer. I feel that. 

Mr. Putten. Well, do you regard that the synthetic or manmade 
rubber industry is now in its infancy ? 

Mr. Coutiyer. What, sir? 

Mr. Puitsin. That the synthetic-rubber industry is now in its in- 
fancy ¢ 

Mr. Suarer. Speak up a little louder. 

Mr. Coriyer. Well, I think it depends on the definition of infancy. 
Our company took out its first patents in 1910. We had our first 
commercial production in 1938 or 1939. 

Mr. Puts. Prior to the institution of the Government program / 

Mr. Cottyer. Yes. We were prepared technically prior to that 
time, but we always had to consider the risks. And when the price 
of crude rubber was high, it seemed like a favorable time to launch 
out commercially into the business. When the price of crude rubber 
was very low, there was no economic reason for going into the busi- 
ness. And that is the reason that our company decided to go first 
into the special-purpose rubbers, which would command a higher 
price for crude rubber, because they had certain properties for cer- 
tain uses superior to crude rubber, and then when we felt that our 
country could face a shortage of rubber, general-pupose rubber, we 
decided regardless of the economies to go ahead commercially in the 
tire rubber, the general-purpose rubber. 

Mr. Putern. Well, in the event that the supply of crude rubber 
should become more plentiful and prices should go down, what as- 
surances would this Congress have that the synthetic industry would 
not go down, and in the event of war we might be in a position where 
we would have to do this job all over again, that is, build up 
production. 

Mr. Coutyer. I do not think the Congress would have any assur- 
ance that the production of manmade rubber would not go down 
somewhat in a period when the supply of new rubber exceeded the 
demand, but I think in this legislation, the bill, as I understand it, 
there is all the protection that there is now that these plants are 
going to be kept in condition and operation for the production of 
synthetic rubber, manmade rubber. 

Mr. Buanprorp. That is the provision. 

Mr. Cotiyer. That is the provision. 

Mr. Bianprorp. It is a nonconversion provision, in effect ? 

Mr. Yes. 

Mr. Bianprorp. People can buy those plants with the understand- 
ing that they will be used for the manufacture of synthetic rubber? 

Mr. Yes. 

Mr. Brianprorp. Manmade rubber, American-made rubber. 

Mr. And only American-made rubber. . 

Mr. Only. 

Mr. Puitery. Is that your understanding? 

Mr. Cotiyer. Yes; that is my understanding of the proposed bill. 
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Mr. Piniein. That the legislation should provide only for the 
manufacture of manmade rubber? 

Mr. Cotiyer. That is right. 

Mr. Puitern. What are your views regarding proposed recapture 
clauses, which in some contingency of emergency or an unfavorable 
international situation might permit the Government to recapture? 

Mr. Cottyrr. May I ask Mr. Blandford to tell me what is pro- 
vided ¢ 

Mr. Buanprorp. The bill does not provide for the recapture of the 
synthetic plants. It does provide against nonconversion. It does 
provide for the recapture of the alcohol butadiene plants. A recap- 
ture clause, in my personal opinion, is unnecessary because if we go 
to war it is not just going to be the synthetic-rubber plants that will 
be taken over by the Government. 

It will be any part of industry that the Government needs. 

The reason it is not in: Very frankly, it depreciates the value of 
the plants or could be construed as one method of depreciating the 
value of the plants, even though to a limited extent. But it is abso- 
lutely unnecessary to have a recapture clause if you have a noncon- 
version provision 

Mr. Cotiyer. Well, I assume that the nonconversion provision gave 
all the security that you have where the plants were owned by Gov- 
ernment. 

Mr. Buanprorp. You can’t do much more than that. 

Mr. Cotiyrr. I don’t know whether it comes under the heading 
of recapture, but I hope that companies or individuals purchasing 
these plants will be made to make a reasonable downpayment such 
as we mentioned in the legislation, and whatever the terms of pay- 
ments are in the mortgages, if they aren’t adhered. to, the Govern- 
a would look after its own interests and recapture a plant if they 

elt 

Mr. Buanprorp. That would, of course, be subject to the contract. 

Mr. Cotiyer. Yes; the contract itself would cover that. 

Mr. Bianprorp. May I ask one question, Mr. Chairman, in regard 
to this. In response to Mr. Philbin’s question, could I interpret that 
to mean that you would favor a falas for sale based upon replace- 
ment cost less technological obsolescence and deterioration ¢ 

Mr. Couuyer. No; I do not believe that any formula can be devised. 

Mr. Bianprorp. I am not suggesting that the law contain them, but 
would you consider that a reasonable formula ‘ 

Mr. Cottyer. I think that is one of the considerations. 

Mr. BLanprorp. Now, I notice you decided that the best method of 
defense was an attack, and for the first time, at least, expressed the 
fear that the production of natural rubber might reach a point where 
it would be more than competitive with synthetic rubber and might 
drive the price of synthetic down. 

Of course, that is the first time that has been suggested, to my 
knowledge. Ordinarily it is the other way around, that the natural- 
rubber producers are worried about the price of synthetic rubber. It 
is all going to depend upon a supply and demand situation. But we 
haven't discussed price yet. 

Perhaps now would be as good time as any to ask you what you 
think—and we will have to put many “ifs” in front of it, but what 
you think would be the selling price of, say, GR-S if the Government 
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gets, say, a 75 or 80 percent return on its investment, and if that is 
true for the sale of the butadiene plants and the styrene plant, what 
do you think will happen immediately to the price of synthetic rubber 
re | thereafter as competition takes over, what do you think will 
happen to the price of, say, GR-S? eel » 

Mr. Corriyer. I do not feel that our company is in a position to 
answer that question. I have been interested to read and learn of 
various estimates that have been made and most of them indicate that 
the selling price will be higher and some indicate that the selling price 
will be considerably higher than today. That may be true. But, 
frankly, I do not feel that until the plants are in private hands and in 
competition with crude rubber, that anyone can answer what that 
price is going to be. 

Mr. Bianprorp. Well, doesn’t it depend—— 

Mr. Cotiyer. And I think the main consideration is what the world 
supply-demand situation will be at the time and what the price of 
crude rubber will be. 

Mr. Bianprorp. You think the price of crude rubber will determine 
the price of synthetic rubber ¢ 

Mr. Cottyer. I feel it works both ways, yes. 

Mr. Branprorp. I have no further questions—— 

Mr. Cottyer. And we have many examples in the development of 
American industry where one material over the years has gained or 
lost on another material. It seems to me, as Mr. Blandford suggested 
this morning, that certainly for years and years and years to come 
there will be a demand for both crude rubber and manmade rubbers. 

Mr. Bianprorp. One other question, Mr. Chairman. 

Would you favor the Commission suggested in H. R. 5425, rather 
than put the disposal of these plants in a Government agency? And 
1 don’t want to embarrass you by the question, but do you think you 
would get a more efficient disposal program, one that would not be 
hogged down in redtape and the natural reluctance of Government to 
come to a decision on something, if a Commission were established ? 

Mr. Cotiyrr. It seems to me the Commission certainly should be 

iven full consideration. As I understand the proposed bill, that men 

ave no connection with either Government or any segment of indus- 
try that has an interest in this problem would be selected, that they 
would be full-time people working with the Congress, or reporting to 
the Congress, taking care of the sale. 

Now, there may be some program just as good, but, frankly, I like 
your program. 

Mr. Bianprorp. Am I correct in saying that if there is a program 
that is just as good, you have not seen it? 

Mr. Cottyer. You bill is the only one that I have seen. 

Mr. Bianprorp. All right. 

No further questions, Mr. Chairman. 

Mr. Suarer. Mr. Doyle. 

Mr. Doyte. Mr. Collyer, your mention of crude rubber just a 
moment ago: I remember on page 10 of your fine statement, about 
the middle page, you make the Gaureedien that there is an increas- 
ing preference developing on the part of the industry among rubber- 
product manufacturers in this country for crude rubber. Well, 
now—— 

Mr. Cottyer. May I—— 


1087 


Mr. Dore. Yes, I don’t quite understand. 

Mr. Cotiyer. Explain it? 

Mr. Doyte. If manmade rubber is jumping so, in leaps and bounds, 
and will outcompete, we will say, natural rubber, or if it is being 
less and less dependent upon natural rubber, why is the industry 
preferring crude rubber? 

Mr. Cotnyer. In January 1950, before Korea, the price of crude 
rubber was about 1814 cents a pound. At that time it was much 
more economical for industry to use crude rubber, and the production 
of synthetic rubber was permitted to drop below what we considered 
under those conditions a safe level. 

Then came the Korean war, the great scare in buying by Govern- 
ment, by consumers of rubber products, and I think it was in Novem- 
ber of 1950 the price of crude rubber had skyrocketed to 90 cents a 
pound—5 times. Then it was much more economical, of course, to use 
synthetic rubbers. And as the supply-demand position, world posi- 
tion, has come into balance, the price of crude rubber has steadily 
dropped, and during the last 2 months has been between 24 cents a 
pound and 26 cents a pound, or about 20 or more percent above the 
January 1950 price. 

The GR-S type of manmade rubber sells for 23 cents a pound. 
Now certain grades of crude rubber can be used effectively and they 
sell at a discount price from the 24 and 25 cents, and we are just in the 
period of competition now where there is an incentive to use more 
crude rubber. If the price of crude rubber drops still more, in our 
opinion the consumption of crude rubber by manufacturers will 
increase still frther. 

Mr. Doyte. I see. 

Mr. Cotiyer. And, correspondingly, the manmade rubber con- 
sumption will reduce. 

Mr. Dorie. You have treated to some extent, beginning on page 
13 of your statement, the subject of national security. But I want 
to point your considered attention to the fact that my own belief is, 
from the information I have, that there is an area of rubber improve- 
ment or rubber manufacture or rubber research, manmade rubber 
research, in which private industry would not be interested particu- 
larly with reference to military uses or national security in that field. 

Nox, assuming that I am correct in that premise, in your judg- 
ment would the Government, or wouldn’t the Government be unwise 
to turn over all research to private industry ? 

In other words, shouldn’t we keep a pilot plant in the area, par- 
ticularly, or exclusively on research in connection with our own 
national defense facilities development? 

Mr. Cotiyer. Sir, in my statement I tried to make the point that 
if the plants for the production of manmade rubber were in private 
hands, there would be no more need for the Government-financed re- 
search than there would be in any other material that has an impor- 
tant private consumption use. And I liken what the rubber problem 
would be to steel or aluminum or most any other material. 

And as you know, it is customary even in those industries for the 
military, if they have a special problem, to call on a university or 
a private company and negotiate and put into effect a research con- 
tract. And I wouldn’t want my testimony to be understood that that 
type would be ruled out. 
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Now, I listened with interest this morning to the discussion on 
the Government-owned pilot plant. In my testimony I did not refer 
to that. Ihad it in mind. And also that plant, I believe is an evalua- 
tion plant, a testing plant. 1 think as part of the important Univer- 
sity of Akron, as Mr. Blandford suggested, some program might be 
worked out for its use for a further test period. 

But I would expect that the Government would not continue to 
spend the amount of money in the carrying on of that evaluation plant 
that is being spent today. 

Mr. Bianprorp. That is the point. There is a difference between 
research and testing. 

Mr. Yes. 

Mr. Bianprorv, And the Akron plant is testing. It is there. It 
would be silly to sell it. But insofar as the amount of money appro- 
priated for its operations are concerned, it might well be reduced to 
some extent and with private industry taking over the synthetic plants 
there is bound to be more research spent by private industry on the 
very things that the Akron plant is now testing. 

Mr. Cottyer. Sir, I believe the opinion of the military on this 
question would be of great interest, because we, as private producers 
of special-purpose rubbers solve many, many of their problems. ‘The 
ones that were referred to this morning—the high altitude and the 
great heat rubber—I think very little of that has been done under 
the Government program. It has been by private research. 

Mr. Doyte, In view of the fact that you represent one of the major 

production plants in this man-made rubber industry in our coun- 
try—you mentioned that your first patents were taken out, I believe, 
in 1910—I assume, therefore, that you have exclusive patents in some 
areas on this man-made rubber ? 
Mr. Coutyrer. Sir, we had what we thought were some very fine ones 
prior to Pearl Harbor and I believe that when the Government patent 
pool was formed that our company put in over 200 patents without 
any reimbursement at all. 

Mr. Doy.e. If this question goes into matters that you don’t feel 
you want to at this time give to the public, don’t answer it. But 
I couldn't help but notice that Mr: ‘Tracy, of the Esso Development 
Co., or Standard Oil Co., I think in his written statement, volun- 
teered to share their exclusive licenses, especially in the field of butyl. 

Now, assuming that you were a purchaser of Government-owned 
man-made rubber plants, would she in a position or have you made 
up your mind yet for public information as to whether or not you 
would license any of your exclusive patents to competitors who might 
want to license the same from you, in order to increase the competitive 

eld? 

Mr. Cottyer. I wish we had—— 

Mr. Doytx. Am I making my question too broad ? 

Mr. Cottyrer. No. First, I wish we had that ype of patent. We 
might do something with it. All I can say is that it has been the 
record of our company to license where we have patents. 

Mr. Bianprorp. Mr. Collyer, am I not correct in saying that in 
your patent-pooling arrangement and agreement, all of the partici- 
pants agreed that any purchaser of a plant would get the know-how 
that went with the plant ? 
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Mr. Coriyer. All the existing know-how, and I assumed that was 
assumed, and all the existing patents in the pool. 

Mr. Buanprorp. I don’t think it appeared in the record that any 
purchaser of a synthetic rubber facility gets with that facility all of 
the then existing know-how and automatic licenses for any patents. 
Now there may be some patents on which there is a licensing agree- 
ment with a charge, but nevertheless the purchaser will be in no worse 
or no better position than anybody else who purchases a plant and he 
will be licensed automatically to produce under any existing patents. 
Is that not correct ¢ 

Mr. Cotiyer. I believe that your statement is correct, except that 1 
believe it is patent rights and not future know-how. 

Mr. Bianprorp. Not future know-how. No, I am not speaking of 
future know-how. 

Mr. Cotryer. I assume that anything—present know-how is known 
today. 

Mr. Bianporp. That goes with the purchaser of the plant. 

Mr. Cottyer. But I think for the future it is the patent rights. 

Mr. Doyte. I appreciate the counsel bringing that out, because that 
was going to be my next inquiry, in view of the importance of the 
licensing of the patent in this whole field as I see it. 

Now in closing, Mr. Collyer, I couldn’t heJp but notice on page 4 
you used a phrase there which to me was very significant coming from 
you, aS your organization is one of the top business organizations of 
our Nation. Wherein you refer to the high standard of living of the 
American people, you include the term “have more and more time for 
recreztion and for cultural progress.” 

I want to compliment you on including that as one of the elements 
that do enter into the highest level of living for the American people. 

Mr. Cottyer. Thank you, sir. I feel that very sincerely, and 1 be- 
lieve there is an increasing trend by the American people in this 
direction. 

Mr. Puiner. I think unquestionably you were stating an un- 
doub:ed fact when you made those assertions. I think your statement 

vas excellent on the whole, very beneficial to this committee. 

Mr. Cotityer. Thank you, sir. 

Mr. Suarer. Thank you very much, Mr. Collyer. 

Mr. Richardson, we are glad to see you here. 

Mr. Ricuarpvson. Thank you, Mr. Chairman. 

Mr. Suarer. Mr. R. W. Thomas, vice president of the Phillips Pe- 
troleum Co. 

The committee welcomes you, Mr. Thomas. 

Mr. Tuomas. Thank you, Mr. Chairman. 

Mr. Suarer. Glad to have you with us. 

Mr. Tuomas. I have a prepared statement, Mr. Chairman. May I 
read it? 

Mr. Suarer. Yes. 

Mr. Tuomas. I am R. W. Thomas, vice president of Phillips Pe- 
troleum Co. and of its chemical manufacturing subsidiary, Phillips 
Chemical Co. 

Everyone agrees that national security is paramount; in our opin- 
ion, it will be strengthened through iowa of the Government syn- 


thetic rubber facilities and competitive private operation of them, 
as has been the case in other industries. During the war the Govern- 
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ment built many steel, aluminum, oil refining, and other important 
plants, most of which have since been sold to private industry. For 
example, the Government built during the last World War 850,000 
tons per year of ammonia capacity. After the war, these plants were 
disposed of by sale or lease to private industry; 1,600,000 tons per 
year additional ammonia capacity since has been built or is building 
by industry. 

We feel that legislation such as H. R. 5425 is basically sound, that 
the disposal principles enunciated are consistent with national se- 
curity and national welfare, and that legislation such as it should be 
adopted, subject to such improvements and refinements as these hear- 
ings demonstrate to be in the public interest. 

We are confident that the United States synthetic rubber industry 
is now sufficiently mature to be able to hold its own in the market, 
and confident that private operation of the synthetic rubber facilities 
after disposal will proceed smoothly and effectively as has operation 
of the same plants by private industry for the Government in the past. 

Phillips wishes to purchase the Borger, Tex., butadiene plant and 
the adjacent copolymer plant, both of which it is operating for the 
Government. In previous hearings we have testified to this commit- 
tee and to a Senate committee as to our desire to purchase these plants. 
Phillips is not a manufacturer of rubber goods. Phillips expects to 
sell its synthetic rubber output to rubber industry users, and will pro- 
vide an independent source to those companies not having a captive 
or affiliated supply of synthetic rubber. 

Phillips has contributed much to the technical and practical prog- 
ress of the national rubber program; we expect to augment our al- 
ready large synthetic rubber research activities and to continue to 
develop improved polymers and latices. 

Should Phillips manufacture and sell synthetic rubber, competition 
would be stimulated and a reliable, independent source of supply of 
the latest and best polymers would be provided to hundreds of inter- 
mediate and smaller users in the rubber industry. We do not foresee 
any appreciable interruption to our production or shipments of syn- 
thetic rubber to new customers, if transition from Government to 
private operation occurs. Further, we would expect to produce ap- 
proximately 20,000 tons per year of butadiene in excess of the Borger 
rubber plant requirements, which would be available for sale to other 
copolymer plants. 

Thank you for the opportunity of presenting our viewpoints to 
this committee. 

Mr. Suarer. Thank you. The indications are that you are ready 
to do business, 

Mr. Trromas. Yes, sir. 

Mr. Suarer. On a minute’s notice? 

Mr. Tuomas. Yes, sir. 

Mr. Suarer. And you feel the time to do it is right now? 

Mr. Tuomas. We feel it is very propitious. 

Mr. Buanprorp. Mr. Chairman. 

Mr. Suarer. Mr. Blandford. 

Mr. Buanprorp. Mr. Thomas, I have just two questions. One is 
more of a statement than anything else. I think you have a responsi- 
bility in this disposal program that probably is to an extent greater 
than anyone else’s responsibility. You are in a rather unique position 
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in Borger, Tex. It is a little difficult to conceive of somebody coming 
into Borger and bidding against the butadiene plant and the copoly- 
mer plant there, since the source of feed stocks will be controlled by 
Phillips. 

Therefore, the bid that you submit may well be the only bid sub- 
mitted on those facilities; I don’t know. So I say that you have an 
obligation because, should that bid be too low in proportion to the 
other bids that have been submitted on the butadiene plants, you 
might be in the embarrassing position of jeopardizing the disposal 
program. 

Now, you have also operated an integrated unit for some time and 
are probably in a better position to give us an estimate as to the selling 
price of GR-S under private competition than anyone who will appear 
before us. Would you like to hazard an opinion as to what you think 
will happen to the selling price of GR-S, since you do operate an 
integrated unit? 

Mr. Tuomas. Mr. Blandford, I would like to answer that in a 
qualified manner. Obviously the price at which GR-S can be sold 
in private competition depends on the capital investment and the 
fixed charges related to the plant in which the production is made. 
But it also depends to a large extent on the rate of capacity at which 
the plants can be operated. 

Therefore, one 2 to assume some rate of operation and assume 
some reasonable acquisition price of the plants before you can pos- 
sibly make any estimates. It is kind of silly to make estimates. 

However, assuming that we are not making quotations and we are 
merely estimating here, one might say that, depending on the rate of 
production and the acquisition, price of synthetic rubber would prob- 
ably be in the 20- to 26-cent range for the standard grades of GR-S. 

Mr. Bianprorp. So the average would be approximately its selling 
price? 

Mr. Tuomas. It might be higher if the consumption were lower or 
if the negotiators did an exceptionally good job of getting a high 
price for the plants. 

Mr. Bianprorp. Now one other point. After having stated that 
I thought you were in a unique position with regard to bidding on 
the plants, I might also modify that to this extent, that you also are 
in the unique position of being a potential purchaser of practically 
a complete unit and being in the position to almost establish the price 
for which the small consumers will pay for synthetic rubber, since 
vou are not a user of your own product, and in that connection you 
ure going to be extremely important in this disposal program be- 
cause small consumers can look to you for a substantial part of the 
GR-S requirements. I don’t want to embarrass you at this point; 
but, were the Commission to negotiate with you on the basis that the 
end product would be sold to consumers, would you be willing to enter 
into a contract which for at least a period of time would preclude you 
from entering into the production of rubber goods? 

Mr. Tuomas. Of course, we would prefer not to be in that position. 

However, I can make the statement that we have no plans and no 
intention to enter the production of rubber goods. 

Mr. Bianprorp. That is all, Mr. Chairman. 

Mr. Dorie. No questions. 

Mr. Suarerr. That is all, I guess, Mr. Thomas. 
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The committee will recess until Monday morning at 10 o’clock. 
(Whereupon, at 1:03 p. m., the committee recessed until 10 a. m. 
Monday, June 8, 1953.) 


Howse or RepreseNTATIVES, 
Suscommirree No. 1 or THE 
ComMirrre ON ARMED SERVICES, 
Washington, PD. C., Monday, June 8, 1953. 


The subcommittee met at 10 a. m., Hon. Paul W. Shafer (chairman 
of the subcommittee) presiding. 

Mr. Suarer. The committee will come to order. 

Mr. Buanprorp. Mr. Chairman, I would like to insert at this point 
certain letters received concerning bill H. R. 5425—a letter from the 
Pequanoe Rubber Co. 

(The letter referred to is as follows:) 


PEQUANOC RUBBER Co., 
Butler, N. J., June 3, 19538. 
Subject: H. R. 5425. 


Hon. Paut W. SHAFER, 
House of Representatives, 
Washington, D. C. 

My Dear CONGRESSMAN SHAFER: On February 25 I wrote you expressing my 
appreciation of your speech before Congress concerning the disposal of the 
synthetic-rubber plants. 

In looking over the RFC report on the program for the disposal of these plants, 
I note the statement that it does not appear that the disposal would have any 
material effect on the rubber-reclaiming industry. I want to make it very clear 
that the method of disposal of these facilities is of tremendous importance to 
our industry. 

The reason the rubber-reclaiming industry is running far below capacity in 
spite of the great overall demand for rubber is primarily due to the price com- 
petition of Government-produced GR-S. We feel that in fairness to the re- 
claimers the Government should— 

1. Insist on a fair price for the plants. 

2. Insist on prompt disposal. A 2- or 3-year delay with present low-priced 
GR-S would be a serious blow to us through continued Government competition. 

3. Refuse to build up GR-S inventory. This would only prolong Government 
subsidization and is not necessary to facilitate any changeover. There is no 
need of running high-cost alcohol butadiene plants to build inventory as long as 
there is plenty of natural rubber and reclaimed rubber available. 

I am emphasizing the points mentioned since I feel that the rubber-reclaiming 
industry is not being given sufficient consideration by most Government agen- 
cies. I do appreciate the fact that you have given us recognition in your recom- 
mendations, and I feel that the points I have mentioned are in accordance with 
your expressed views. 

Very sincerely yours, 
PeQuANnoc Russer Co., 
F. E. Vice President. 


Mr. Bianprorp. Statement from the Humble Oil & Refining Co. 
(The letter referred to is as follows :) 


Humsie Or & Rerinine Co., 
Houston, Tex., June 4, 19538. 
Hon. Paut W. SHAFER, 
Congress of the United States, 
House of Representatives, Washington, D. C. 


Dear CONGRESSMAN SHAFER: Since our company is definitely interested in 
legislation now being considered by the Armed Services Subcommittee of the 
House of Representatives pertaining to a plan for disposal of the Government- 
owned synthetic rubber plants, we submit for the consideration of your subcom- 
mittee the attached statement. Our company is currently operating in behalf 
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of Reconstruction Finance Corporation butadiene and butyl rubber plants ad- 
jacent to its Baytown refinery. If Congress enacts appropriate legislation, we 
will be interested in bidding upon the butyl rubber plant and may also be inter- 
ested in bidding upon the butadiene plant. 

Consideration of the attached statement by your subcommittee and inclusion 
of such statement in the record of the hearing proceedings on H. R. 5425, known 
as the Synthetic Rubber Facilities Disposal Act of 1953, would be appreciated. 

Yours very truly, 
H. W. Fereuson. 


STATEMENT OF H. W. Fereuson BerorE ARMED SERVICES SUBCOMMITTEE OF THE 
HOvuSsE oF REPRESENTATIVES REGARDING LEGISLATION To PROVIDE FOR THE DIs- 
POSAL OF THE GOVERN MENT-OWNED SYNTHETIC RUBBER PLANTS 


My name is Harry W. Ferguson. I am vice president and a director of Humble 
Oil & Refining Co., a Texas corporation, in charge of refining and sales operations. 
During World War II, the Humble Co. operated and currently is operating in 
behalf of Reconstruction Finance Corporation, plants capable of producing about 
48,000 short tons annually of butadiene and about 42,500 long tons annually of 
butyl rubber. 

Congress is confronted with the problem of determining whether it is sound 
policy in the interest of national security to enact legislation under which the 
several plants comprising the Government-owned synthetic industry may be dis- 
posed of to private enterprise, and, if so, of framing satisfactory legislation to 
accomplish this objective. 

We believe that the time is now at hand when it can be urged without reser- 
vation that there is no need, for security or other purposes, for the Government 
to retain ownership, management, or control of the synthetic rubber industry. 

Total rubber demand has increased substartially in recent years and should 
expand even more in the future, Synthetic rubber has demonstrated its ability 
to compete both in quality and price with natural rubber, and it seems clear 
that the Government-owned synthetic rubber facilities can be operated under 
private ownership to supply a substantial portion of the demand. Accordingly, 
we feel Congress should consider and adopt legislation providing for the dis- 
posal of the plants to private industry as soon as possible. 

We have considered the program for disposal set forth in the study made by 
Reconstruction Finance Corporation dated March 1, 1953, and entitled “Program 
for Disposal to Private Industry of Government-Owned Rubber Producing Facili- 
ties.” We have also considered H. R. 5425 known as the Synthetic Rubber Fa- 
cilities Disposal Act of 1953, which bill has been introduced in the House and is 
pending before this committee. Our comments herein will be limited to the 
provisions of H. R. 5425 since only the provisions of that bill are before the 
committee. 

With one exception, we believe that H. R. 5425 provides a reasonable, sound, 
and workable means whereby sales of the plants may be effected. The point to 
which we take exception is as follows: 

The bill rejects the idea of sales on the basis of competitive sealed bids. In- 
stead it authorizes the disposal ageney (referred to as the Commission) to in- 
vite bids from interested purchasers and thereafter negotiate with bidders for 
the purpose of entering into definitive contracts of sale. In conducting the nego- 
tiations with bidders the Commission “after consultation with and upon the ad- 
vice of the Attorney General” is empowered to “determine the sales which will 
best provide for fair and effective competition in the production and marketing 
of synthetic rubber and its component materials.” Sales so negotiated by the 
Commission are to be embraced in a disposal program which is to be presented 
to Congress; if not disapproved by either House within 30 days while Congress 
is in session, the Commission is authorized to conclude sales in accordance with 
the program. 

Under the procedure contemplated by the bill determination of the price at 
which plants would be sold and the purchasers to whom they would be sold are 
within the discretion of the Commission subject only to review by Congress. 

Presumably this method of disposal is embraced in the bill with the thought 
that it would enable the Government to receive full value for the plants and so 
that there will be competition in the production and marketing of the products. 

We are in accord with these two objectives but we do not believe that the 
method chosen for achieving them is sound or wise. In our opinion the better 
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procedure would be simply to require that the plants be sold on the basis of 
competitive sealed bids, reserving in the disposal agency the right to reject 
all bids and to request new bids. Sale would then be made to the purchasers 
making the highest bids and who at the same time are qualified through technical 
accomplishments, financial responsibility, and manpower to carry on the operation. 

Likewise we do not believe that the Commission should be empowered upon 
the advice of the Attorney General to determine the sales which, in its opinion, 
will provide for fair and effective competition in the production and marketing 
of synthetic rubber and its products. 

Rather it is our view that the disposal legislation should impose no limita- 
tions of this character regarding sales of the plants, but should rely on the 
Federal antitrust laws and the decisions construing them as proper safeguards 
to prevent the acquisition of plants and the sale of synthetic rubber and its 
components which would be in restraint of trade or create a monopoly. 

It is our view that sale of the plants upon competitive sealed bids (with 
the right in the Commission to reject all bids) would realize the objective of 
providing fair competition in the production and marketing of synthetic rubber 
and its components more properly and adequately than the method employed 
in H. R. 5425. 

Basically what constitutes fair and effective competition between the pur- 
chasers of the plants is a legal matter defined by the Federal antitrust laws 
and the decisions construing them and it is unsound upon principle to authorize 
the Commission (or any other Government agency) to substitute its judgment 
for the law on these subjects in effecting the disposal program. Moreover, 
a provision of this character might exclude from the field of purchasers com- 
panies specially equipped through technical accomplishments, financial respon- 
sibility, and otherwise to carry on the operation to the detriment of the national 
security. 

If Congress enacts appropriate legislation providing for the sale or disposal of 
the plants and Government does not compete with private industry in any of 
its operation (as contemplated by H. R. 5425) this company would be interested 
in bidding upon or acquiring the butyl-rubber plant situated at Baytown, Tex., 
and might also be interested in bidding upon or acquiring the butadiene plant 
situated at Baytown, Tex. 


CONCLYSION 


To sum up our views briefly, we nelieve (1) that Congress should enact 
legislation providing for the disposal of the Government-owned synthetic-rubber 
plants to private industry; and (2) the disposal program contemplated by 
H. R. 5425 would more properly accomplish this objective if it were changed 
(a) to provide for the sale of the plants on the basis of competitive sealed bids 
with the right reserved in the Commission to reject all bids; and (b) to eliminate 
those provisions under which the Commission, on consultation of the Attorney 
General, might be authorized to substitute its judgment for the Federal anti- 
trust laws as to the type of disposal program which would result in effective 
competition between the purchasers. 


Mr. Bianprorp. Letter from the Goodyear Footwear Corp. 
(The letter referred to is as follows :) 


GoopyEAR FoorTwkar Corp., 
June 3, 1953. 
Re H. R. 5425. 
Hon. Pavut W. SHAFER, 
House of Representatives, 
Washington, D. C. 

Dear Str: As one of the very small companies in the rubber industry, we wish 
to place ourselves on record with you that we greatly favor the sale of the syn- 
thetic-rubber facilities to private interests and, therefore, are substantially in 
accord with your bill. 

We should like to also record with you our very strong belief—and to us an 
obvious fact—that during the transition period there must be available enough 
synthetic rubbers to fully fill the demands at all times, and that the facilities 
must be offered at a sufficiently attractive price and terms to induce qualified 
purchasers to buy a production capacity equal to that of the need developed 
statistically by RMA. 
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It is our firm belief that otherwise terrific rubber shortage will again occur 
and, as happened numerous times before, will again result in a very high mone- 
tary loss to the national economy. 

We believe you will agree that the 400,000 annual tons (sec. 17, art. 6) mini- 
mum could be so limited in scope as to serve only the eaptive market of the pur- 
chasers. This, in our opinion, would be far more serious than monopoly. 

We trust that in your wisdom and that of the Congress a plan will be forth- 
coming to prevent any threats of such shortages. 

Yours very truly, 
CuHas. H. BAKER, 
Chairman of the Board. 


Mr. Brianprorp. And a statement from the United States Rubber 
Reclaiming Co. 
(The letter referred to is as follows :) 


Untirep Sratres Russer RECLAIMING Co., INC., 
Buffalo, N. Y., June 4, 1953. 
Hon. PAUL SHAFER, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN SHAFER: I am sorry that unforeseen circumstances pre- 
vent my appearing in person at the hearings conducted by your committee 
tomorrow. 

I enclose the statement which I had expected to make and would very much 
appreciate your making this a part of the record. 

Sincerely, 


J. H. Nessit, President. 


My name is Jean H. Nesbitt. I am president of the United States Rubber 
Reclaiming Co., Inc., of Buffalo, N. Y. 

I am glad to have this opportunity of reminding you that there are two kinds 
of rubber made in the United, synthetic rubber, of which much has been heard, 
and reclaimed rubber, which is rarely mentioned. 

It was fortunate there was a healthy reclaimed rubber industry in 1941, for 
without it no one knows how we would ‘have fared in World War II. It bridged 
the gap from the time our supply of natural rubber was shut off by the Japanese 
invasion of Malaya and Indonesia until the synthetic plants were built and pro- 
ducing. In 1942 and 1943 it was practically the only rubber hydrocarbon being 
produced and was all important in piecing out the small inventory of natural 
rubber in this country. It was the main reason the required war and essential 
civilian products could be made. 

Again in 1950 and 1951 during the period of the Korean incident when there 
Was a severe shortage of new rubber and when our stockpile of natural rubber 
was being increased, it made possible the success of that program. 

The importance of this industry from a national security standpoint is evi- 
denced by the following figures. In 1942 total consumption of synthetic and 
natural rubber was 394,442 long tons and of reclaimed rubber 254,820 long tons. 
In 19483, 488,525 long tons of natural and synthetic rubber were consumed versus 
291,082 long tons of reclaimed rubber. 

The reclaimed-rubber industry is entirely financed by private investors. Dur- 
ing the critical period of 1942, Rubber Director Jeffers asked that we increase 
our production by 20 percent. This was accomplished by the companies then 
in existence without the assistance of one dollar of help or subsidy. In 1951 
our facilities had been increased so that there was available 346,121 long tons 
of reclaim for consumption in this country. 

Since the synthetic plants have been built, we have felt the competition very 
keenly. During the years 1948-51, manufacturers of rubber products were 
compelled by governmental edicts to use certain ratios of synthetic rubber in 
their products. We, as a competing American industry, could have asked for 
the same protection and could have made a good case for ourselves, but we did 
not do so. 

We preferred then, as we do now, to sell our material on its merits. We would 
be glad to compete against the synthetic-rubber industry if it was owned by pri- 
vate companies which have the same expenses and taxes to pay and dividends 
to concern themselves with as we do. It is supposed to be sold at cost, and it 
is stated that at its present selling price of 25 cents per pound it is showing a 
small profit. 
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I cannot quite check this with the statement on page 31 of the RFC report of 
March 1, 1953, that unrecovered cost to the American people was as of December 
31, 1952, $446 million. It has been suggested that a selling price of $300 million 
for the plants would be reasonable. It seems to me that this represents a loss 
to the taxpayers of $146 million, plus the taxes which private industry would 
have had to pay since the plants were built. 

It is believed that the price at which RFC is selling GR-S is below the price 
at which private industry would sell that product. Inasmuch as the taxes paid 
by the reclaimed rubber industry represent, in part, the funds utilized by the 
Government to fmatee the operation of synthetic-rubber plants, it appears inequi- 
table to the reclaimed-rubber companies as taXpayers that they should thus be 
subjected to such unfair competition. 

Consequently, we feel that this practice should be terminated at once. There 
may be a tendency to consider that it is unnecessary to take any action to 
correct this situation in view of the pending disposal of the plants; however, it 
should be borne in mind that RFC will continue to operate and sell for a period 
of almost 13 months, and it is possible even a longer period of time may be 
involved. 

Accordingly, we feel that action should be taken now to adjust the price at 
which the RFC sells GR-S to more adequately reflect the cost of such material 
if produced privately. 

In this connection, the report which was submitted by this committee on March 
13, 1952, relating to the Rubber Act of 1948 contained the following statement : 

“The Government now enjoys a practical monopoly in synthetic rubber. But, 
in selling a product which in the near future may well become a major manu- 
facturing field for private industry, there would apear to be no reason why the 
selling price determined by the Government should not reflect more closely the 
selling price that private enterprise would expect if private industry were oper- 
ating the plants. The present selling price of synthetic rubber omits certain sales 
expenses, since no advertising is involved and no salespersons are involved. 
No provision is made for income taxes. And the Government in determining 
the selling price of synthetic rubber had included interest on Government funds 
invested at a rate which probably is lower than that which would be obtained 
by private borrowers from private lenders. In other words, the return on the 
Government investment would appear to the committee to be well below that 
which private industry engaged in a relatively new industry would demand. 
For these reasons, it would appear to the committee that the price of synthetic 
rubber charged by the Government should more closely coincide with the price 
that private industry may normally be expected to charge at such time as private 
industry acquires the facilities.” 

Many others have this same viewpoint with respect to the pricing policy to be 
pursued until the plants are finally disposed of. 

Reclaimed rubber is mentioned in a footnote on page 33 of the RFC report 
which states, “Except as noted in the text at this point it does not appear that 
disposal would have any material effect on the reclaimed-rubber industry.” 

That is not so. 

On this same page the statement is made that “No purchaser (of a GR-S plant) 
should be required to operate in competition with the Government for it is clear 
that there is no basis on which such competition can be fair to both the plant 
purchaser and to the consuming public. Were the Government to continue the 
program in the present manner and with the present pricing policies, clearly the 
competition would be ruinous to the purchaser.” As a manufacturer of a com- 
peting raw material, the reclaimers are entitled to the same consideration. 

It is interesting to note the rubber-consumption figures for the years 1951, 
1952, and early months of 1953: 

[Long tons] 


Ist quarter | lst quarter 
1951 1952 1952 1953 


Natural rubber. 454, O15 453, 835 107, 512 143, 467 
Synthetic rubber 760, 283 807, 578 206, 886 219, 835 
1,214, 298 1, 261, 413 314, 398 363, 302 


346, 121 280. 002 75, 868 76, 180 
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Note that despite an increase in consumption of new rubber in 1952 as com- 
pared with 1951 of almost 50,000 long tons, reclaimed rubber consumption dropped 
over 66,000 long tons. In the first 3 months of 1953 this same trend is just as 
noticeable. New rubber consumption increased 48,904 long tons, or almost 16 
percent, and reclaimed rubber increased only one-haif of 1 percent. 

It is clear that the present pricing policy is hurtful to this industry. 

Mr. Howard H. Heilman, a consulting chemical engineer, in his report as 
published in the Natural Rubber News of January 1953, and which was quoted 
on page 13 of the RFC report, makes it clear that the selling price at which 
GR-S can be sold by private producers depends somewhat on the selling price 
of the plants. 

If these plants are sold below a fair evaluation, this industry is again being 
discriminated against. Our reclaimed rubber plants were not obtained at bar- 
gain prices. Many millions of dollars were spent by us since the war for reha- 
bilitation and expansion when our commodity was needed. 

The proposed bill mentions an interest rate of 24 for a first lien purchase 
money mortgage up to 8O percent of the purchase price. This is substantially 
below the rate at which private industry can borrow money from private lenders 
at present. 

As a segment of the rubber industry and as taxpayers, I am sure the re- 
claimed rubber industry has only the highest praise for the manner in which 
RFC has conducted the synthetic rubber program, and we feel that the disposal 
report and proposed bill offers a fair basis for the transfer of the plants to pri- 
vate industry. 

However, in fairness to the reclaimed rubber industry and others, we suggest 
that considerations be given to the following matters: 

1. In view of the time involved in obtaining the necessary legislation, con- 
ducting negotiations and effecting the transfer of the plants, the selling price 
should be brought in line at this time with the price at which private com- 
panies would have to sell. 

2. In computing the fair value of the plants, for the purpose of negotiating 
their selling price, consideration should be given to the fact that the un- 
recovered cost to the American people of the synthetic rubber facilities as of 
December 31, 1952, was $446 million. 

3. In view of the easy availability of natural and reclaimed rubbers, there 
is no necessity for RFC to continue the production of GR-S from alcohol at 
its relatively high cost. 

4. It is unlikely that the transfer of the plants will involve any serious 
interruption to production; therefore, it would appear unnecessary to build up 
an inventory of GR-S preliminary to the transfer of the plants. 


Mr. Suarer. Dr. Robert A. Winters, Rubber Heel and Sole Insti- 
tute, is the first witness this morning. Dr. Winters. 

Doctor, you have a prepared statement. You may proceed. 

Dr. Wryrers. Mr. Chairman and members of the House Armed 
Services Committee, my name is Robert A. Winters. I am executive 
director of the Rubber Heel and Sole Institute, 551 Fifth Avenue, 
New York 17,N. Y. The institute is composed of 13 indépendent rub- 
ber and nuclear (or elastomer resin) sole and heel producers. These 
companies produce a substantial percentage of the civilian and mili- 
tary rubber and nuclear soles and heels used in this country. 

The institute wishes to make known its position on the disposal of 
the synthetic rubber plants now owned by the United States Govern- 
ment. My members have a vital interest in the disposal plans as their 
very existence can depend upon how the supplies of GR-S are dis- 
tributed after the sale of the plants. A few facts will make our de- 
pendence on adequate supplies of GR-S at reasonable prices clear. 

During the “peaceful” period between the end of World War IT and 
the beginning of the Korean war, when there was no mandatory use 
of GR-S except for the required use of approximately 200,000 long 
tons per year by the rubber tire industry, the rubber and nuclear sole 
and heel industry was the largest voluntary user of GR-S. This was 
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true in spite of the fact that during this period the price of No. 1 
ribbed smoked sheets dropped below the price of GR-S. 

We do not have figures showing the exact status of the rubber and 
nuclear sole and heel industry today (you undoubtedly can secure such 
figures from RFC), but we are sure that we are one of the larger 
users of GR-S, on a voluntary basis. The industry, in a brief to the 
NPA of November 17, 1950, estimated that it would use about 71.000 
long tons of new rubber during 1951. 

An overwhelming percentage of this amount will have been GR-S. 
In 1951, the United States Census Bureau reports our industry to have 
been the fourth largest rubber industry in value of shipments—the 
total being approximately $148 million. The institute membership 
represents a substantial percent of these total figures as mentioned 
above. 

Technological reasons are the cause of our large voluntary use of 
GR-S. The industry has brought out three major postwar products 
which can be best produced only with GR-S rubber. GR-S is the 
most valuable component of these products. These new products are 
the nuclear sole, the unicellular sponge rubber sole, and, the most 
recent, the unicellular nuclear sole. Natural rubber, so far, cannot 
be used to produce satisfactory products of these three types. 

Yet these three types are the cause of the tremendous postwar ex- 
pansion in the use of rubber and nuclear soles. In 1947 about 25 per- 
cent of all shoes and slippers produced were soled with rubber and 
nuclear soles. Today, about 60 percent of all shoes and slippers pro- 
duced have rubber or nuclear soles. As an industry, we are very im- 
portant to the civilian and military welfare of this country. 

Our industry can continue to meet the demands upon it only if it 
has adequate supplies of GR-S. The members of the Rubber Heel 
and Sole Institute can continue to exist if they can secure adequate 
supplies of GR-S at prices competitive with the supplies of the giant 
rubber companies which have heel and sole divisions. 

The taxes paid by the institute’s members helped create the GR-S 
industry. Disposal of the plants must be accomplished in such a 
way as to allow these companies to meet their greatest competition 
on even terms, 

Our membership has long been interested in the GR-S program of 
the United States Government. We have made several attempts to 
become part of the managers of the GR-S plants. For reasons un- 
known to us, RFC has never permitted a representative of our indust 
which is one of the largest, if not the largest, voluntary user of GR- 
in its managerial program. 

Of course, most of the giant rubber companies have heel and sole 
divisions, but in our eyes this does not constitute adequate representa- 
tion. We believe we have peculiarly strong reasons for being included 
in the planning and operations of the GR-S industry as some of our 
members are among the largest consumers of GR-S in the country. 
We are continuing our attempts to be included. 

The present administrators of RFC are alive to the problems in- 
herent in the disposal of the GR-S plants as far as the independent 
(not one of the Big Four rubber companies) user is concerned. RFC’s 
program for disposal to private industry of Government-owned rub- 

r-producing facilities repeatedly states that disposal should “avoid 
situations of dominance,” assure “a supply of rubber to those users 
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who do not purchase facilities,” and “permit the free operation of 
competitive forces.” We are in complete agreement with these aims. 
We realize, however, that it may be very difficult for such aims to 
be reached. Therefore, we urged that the Government study the 
situation carefully and develop a program best fitted to meet the 
above aims. 

When independent companies become dependent upon their great- 
est competition for vital raw materials, it leads to great uneasiness 
in the minds of the operators of the independent company. We do 
not want to be put into the position of having an industry we helped 
create used to destroy us. 

There are several items in the RFC report upon which I should 
like to comment. 

Page 9 of the report states it is debatable whether or not GR-S 
will be used if the price of natural rubber falls below that of GR-S. 
We have already proved that we do use GR-S during such price 
relationships, because of technological reasons. 

Page 15 of the report states that by 1958, there will probably be a 
1,100,000 long-ton deficiency of natural rubber: ‘This deficiency must 
be satisfied by United States synthetic capacity.” The Paley Commis- 
sion report indicates a natural rubber deficiency of about 2,500,000 
long tons by 1975. 

This situation means that if the GR-S industry is put into the 
hands of our largest competitors, it couid result in our being squeezed 
out of the market because we might be able to secure only inadequate 
supplies of GR-S, which we need for technological reasons. Natural 
rubber is not a substitute in many of our most important products. 

Page 18, RFC states that there need be “no concern that disposal 
would, of itself, have the effect of reducing the productive use of the 
facilities as a whole.” Yet RFC (p. 5) recommends that “unsold 
plants (be) placed in standby, not to be offered for sale for 1 year.” 

The plants have not yet been sold, of course, but apparently RFC 
thinks some plants will not be sold, and we think it rather unlikely 
that the large plant at Institute’s facilities even for a year could do 
the independent company a great deal of harm because Institute pro- 
duction has been necessary to meet the independents’ demand for 
GR-S. 

On pages 20 and 21, RFC again forcibly puts forward the need for 
a competitive GR-S industry, but it also admits “small” companies 
cannot buy the plants; that the likeliest buyers are the present opera- 
tors; and the end effect will probably be “a tendency toward indus- 
trial integration.” 

Page 22, RFC correctly points out that there must be “a truly 
competitive source of synthetic-rubber supply” for nonoperators of 
the plants. “This would not be provided if the pattern of disposal 
were so to allocate the plants that their output would be wholly cap- 
tive to the demands of their owners, as fabricators, for synthetic 
rubber.” We desire to emphasize this point. We are afraid that 
such an event will happen and the results would be disastrous to the 
independent company if it does happen. 

We estimate that considering the Big Five rubber companies as a 
group, they now use or soon will use all the production of the GR-S 
26066—53—No. 25-—9 
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ante which they manage except for the Institute, West Virginia’s 
ant. 

' The production of the Copolymer, General, and Phillips and part 
the Midland plants is taken largely by the tire and wire industries. 
Part of the production of Kentucky Synethic Corp. plant is captive. 
This leaves part of the Midland and Kentucky synthetic plants for 
the nontire merenent companies beside Institute. This is a situa- 
tion fraught with danger for the independent company—if the plants 
are allowed to be purchased by their present managers. 

We strongly believe that a strong effort should be made by the Gov- 
ernment to get most of the GR-S plants in the hands of non-Big 
Four rubber companies or nonrubber goods manufacturing companies. 
There is no valid reason why a company should secure a plant just 
because it now operates it for the Government. We respectfully 
request that the disposal law be worded so that a large percentage 
of the GR-S production cannot be captive. The figures on page 28 
of the RFC report indicating that 20 rubber-tire companies used 77 
percent of the synthetic aor i while 680 companies used only 23 
percent point up this problem. Failure to protect the small company 
will be felt all over the country, and lead only to further concentra- 
tion in the rubber industry. 

We believe the RFC report to be an excellent one and recommend 
that their conclusions be adopted with the exceptions noted below: 

1. As it is vital to the independent company that supplies of GR-S 
be available to him at approximately the same price as is given the 

iant rubber companies, we recommend that: No rubber goods manu- 
acturing company be allowed to purchase more than one GR-S plant 
under any conditions. 

2. If more than one GR-S company is sold to the giant rubber 
companies, we recommend that in times of shortage of GR-S for a 
yes of 15 years, the ae rubber company must allocate at least 

5 percent of its total production of GR-S to the free competitive 
market at competitive prices. 

3. As the independent rubber and nuclear heel and sole company 
must use GR-S for technological reasons and as their greatest com- 
petitors—the giant rubber companies—will all have captive supplies 
of GR-S, we recommend that as long as any rubber company operates 
a Government-built plant, it cannot “sell” GR-S to any division or 
subsidiary of itself for less than the open market price for GR-S. 
We do not want to be faced with a situation such as we now have in 
another basic raw material in which the chemical division of a large 
rubber company sells the same or a similar raw material to its own 
heel and me division at a substantially lower price than it sells to 
the independent company. 

4. We strongly recommend that the RFC continue to operate any 
nonsold plants. The RFC report proves the existence of a long run 
shortage of supply of new rubber. 

Therefore, the production of the nonsold plants will be needed with- 
out any year’s hiatus in production. Particularly is this true if more 
than one plant is sold to the large rubber companies. In a period of 
shortage, our members can be harmed ety through slow deliveries 
and sande shortage created problems. These plants are more likely to 
be sold in the future if they are operating velar than if they are shut 


down. The Government price for GR-S should be at or near the free 
market price. 
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The above testimony was written before we received a copy of H. R. 
5425. We have now added a section applying specifically to H. R. 5425. 
We suggest the following changes in H. R. 5425 to carry out what we 
think is desirable public policy in the sale of the synthetic rubber 
plants: 

1. Section 7 (b) (2) should be changed to read: “the facility which 
is proposed to be p oreo mkon Bids for more than one facility may be 
entered, but the Commission can accept no more than one bid from 
any bidder.” 

2. If section 7 (b) (2) is allowed to stand as it is written in H. R. 
5425, then a new subparagraph section 7 (b) (6) should be added : 

Sec. 7 (b) (6). A guaranty that, for a period of 15 years, at least 25 percent 
of the total production of any type of synthetic rubber produced in a facility 
purchased from the United States Government shall be offered on the publie 
market. These offerings should be made monthly at prevailing market prices. 

3. A new subparagraph section 7 (b) (7) should be added to read 
as follows: 

Sec. 7 (b) (7). A guaranty that at no time while a synthetic rubber facility 
built with public funds is being operated by the bidder will it sell or deliver in 
any way whatsoever, synthetic rubber, to one of its own divisions, departments, or 
subsidiaries of any type, at a price lower than the price the operator is selling or 
delivering the same or similar synthetic rubbers to nonoperator buyers. 

4. Section 8 should be changed to read as follows: 


Facilities not sold by the end of the transfer period shall be operated by an 
agency of the United States Government designated by the President of the 
United States for a period not to exceed 15 years. The prices charged for the 
synthetic rubber produced shall be comparable to the prices charged for similar 
rubbers produced by private operators of synthetic rubber facilities. The United 
States Government may sell these facilities at any time after 1 year from the 
end of the transfer period under the same conditions established for the original 
sale. 

5. Section 9 (a) (5) should be deleted and subparagraphs 6 and 7 
renumbered 5 and 6. Then I would like to add a sixth comment. 

Some of our companies believe that the 45 to 90-day period for the 
entering of bid is too short a time for companies to organize their 
own plants, nonoperating companies to organize their own plants for 
a bid. Some of them want to try to organize such a bid. They don’t 
want to make their plans final until they see what the law reads. 
Therefore, our recommendation is that section 7 (a) should be 
changed to allow a 6-months period for the receipt of bids. 

Then, to continue, on page 9: 

To sum up, we are in favor of the sale of the Government GR-S 
plants, but if disposal is undertaken without certain basic safeguards 
for the independent sag only tragedy can result for the inde- 
pendent producer. We urge you to enact certain basic safeguards as 
suggested above. 

hank you, gentlemen, for allowing me to present the views of the 
Rubber Heel and Sole Institute on the disposal of the synthetic rubber 
plants. 

Then I have an appended appendix A, a table which shows you the 
very rapid increase in the use of soles on all shoes and slippers, mili- 
tary and civilian. Unless you wish, I will not read that table. 

(The table referred to is as follows :) 
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APPENDIX A 


Table of shoe and slipper production 1947-52, with percentage soled with 
rubber and nuclear soles. This table is from Facts for Industry, Shoes and 
Slippers issued monthly by the United States Bureau of the Census. The per- 
centage figures were arrived at by adding the “rubber and composition” and 
“other” sole percentages as we believe most of the “other” soles are produced 
by our industry. 


| 4 

| | Percent with 
Year | — rubber and 
nuclear soles 
| 
| 


Percent 


ites, 468, 069, 000 26.6 


Mr. Suarer. Well, that is very good, Doctor. Thank you for your 
siatement. It is quite apparent that you missed some of the testimony 
before the committee that had been given. Those outside of the rubber 
industry, so-called Big Four that you referred to in your statement— 
for instance, the Phillips Petroleum told us Friday that they are not 
furnishing a great amount of rubber to big industries and they intend 
to build up their business, if they get one of these plants, among the 
private producers or private buyers. I believe that was the effect of 
their testimony. The rubber companies are not the only ones that are 
going to bid on them. 

Your statement indicates that you don’t have much faith in the free 
enterprise system. You fear that you are not going to get supplies. 
Certainly, if we would write all the recommendations that you give 
us into this bill, there would be very little free enterprise on the part 
of those who purchase the plants. 

The question is today, Are we going to turn these plants over to 
private industry ? 

Now, you have indicated that there will be an increase in the demand 
for rubbers, for your type of product. The testimony heretofore has 
indicated a considerable increased demand. One of the big questions 
in this disposal program is whether or not we are to remain in busi- 
ness, that 1s, the Government, and to develop and expand the produc- 
tion of rubber, of the rubber industry, under Government, whether or 
not we should spend the money that is necessary to rebuild some of 
these plants which are now rather rapidly becoming obsolete. 

You have given us a good statement and I can assure you, as the 
chairman, and I know the committee will agree with me, that every 
one of your recommendations will be given every consideration. 

Dr. Winters. I should like to comment on your statement about my 
belief in the free enterprise system. I believe in it thoroughly and 
always have. Perhaps I didn’t make myself clear. The point I am 
trying to make is that even under free enterprise system, when a raw 
material is vital for the operation of many plants who can’t own basic 
raw materials sources, then I think it is a bad situation to allow most 
cr all of the basic raw materials plants to be owned by the biggest 
companies in the industry. 
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What I would like to see— 

Mr. Suarer. You are perfectly well protected on that by the provi- 
sion in this legislation that all of the deals that are made, the sales 
that are made, or negotiations, must be reviewed by the Congress. 
If we don’t like the way the disposal has been conducted, we don’t 
have to accept it, the recommendations of the Commission. 

Dr. Winters. We just want to emphasize that point. 

Mr. Suarer. And we certainly have the interests of the so-called 
small man at heart. 

Now—and we are going to consider all of that when the ultimate 
decision is made to sell. 

I think you are pretty well protected. Of course, we don’t have 
a perfect bill and we don’t claim that. As I said in my opening state- 
ment, it is just an honest effort to give us something to take a firm 
step forward of a disposal program. This bill will be rewritten in 
committee, there is no doubt about it, as we read the bill, and every 
effort is going to be made to protect you, your group. 

There is just one other comment I wanted to make on your state- 
ment and then J will turn any questioning over to other members, and 
that is relative to the extension of time necessary before the bids are 
asked. 

You feel that 6 months, rather than 90 days, is essential ? 

Dr. Winters. Well, it is rather difficult, we find out, by trying to 
arrange groups of companies to put ina bid. While we have not had 
a great deal of discussion on this 45—-90-day basis, I have talked to 2 
or 3 of the companies which are interested in trying to organize a 
bid and they feel that they could not operate that quickly. So we 
suggest 

Mr. Suarer. Well, I figured that. Of course, some of these people 
that are going to be bid know, they are ready to bid tomorrow. 

Dr. Winvers. I realize that, sir. 

Mr. Suarer. And there is a group of the smaller operators that has 
been considering this for some time. I don’t believe that that group 
need any 90 days or 45 days, for that matter, to reach a decision on 
how much they would bid. 

Mr. Cole, did you have any questions / 

Mr. Cour. Yes, Mr. Chairman. I have been quite impressed by 
the recommendations submitted by Dr. Winters. I think all of us— 
I am certain that all of us up here in the Congress are interested in 
protecting the independent user of GR-S. And I dare say that even 
the producers, the Big Four that you speak of, will disavow any in- 
tention to hurt the independent consumers. 

So our goal, at least on the surface, ostensibly, is to protect against 
the very thing you fear might happen. 

I would like, Mr. Chairman, if Mr. Blandford, counsel, is agreeable, 
to take the four points and discuss them with Dr. Winters, to bring 
out what difficulties those provisions might cause, what objections he 
might think of which would apply to the recommendation. 

Mr. Buanprorp. I would be glad to do that, Mr. Chairman. 

Mr. Suarer. Mr. Blandford. 

Mr. Buanprorp. As I understand your first recommendation, Dr. 
Winters, it is that bids for more than one facility may be entered but 
the Commission can accept no more than one bid from any bidder. In 
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other words, if a company, in an effort to acquire a plant, wanted to 
bid on a plant, they would be confined solely to one plant and if they 
ne ga to be the second bidder on that plant, that would be just too 
bad. They might, for example, be anxious to buy a plant and there- 
fore submit bids on four plants under the bill as it is now written, 
with the idea that they would be high bidder on one of them and they 
might also set the value by being the high bidder on other plants 
which the second bidder might have to meet in the negotiation period. 

Now your suggestion could only result in my opinion in a reduction 
in the amount of money that the Government would get for these 
plants. I suggest that that is not your intention; is that correct? 

Dr. Winters. That is correct. I mean, we think the plants should 
be sold at fair value. 

Mr. Buanprorp. But do you agree that your proposal could possibly 
— om the Government receiving less for the plants than they are 
wort 

Dr. Winters. Well, I am not sure about that point. I mean, appar- 
ently there will be negotiations of the bids. 

Mr. Bianprorp. What is your objection to the X company bidding 
on 13 copolymer plants, with the understanding, of course, that the 
Commission is not going to award all 13 copolymer plants to any one 
company? After all, the charge here is that we must prepare a bill 
that will develop a competitive pattern. If we haven’t any faith in 
the Commission and we haven’t any faith in the Congress, then we 
better all fold up and go home. 

Dr. Win rers. That is not the intent. And my suggestion allows for 
any one company to bid on 13 plants if it wants to. But our suggestion 
- — the Commission accept a bid for only one plant from any one 

idder. 

Mr. Bianprorp. Yes, but then, you see what you are doing there: 
If you just take one bid from any bidder, I am not sure how to interpret 
it. Are you accepting 1 bid for 1 facility? In other words, are you 
precluding an integrated bid? 

Dr. Wrixvrers. I see what you mean. I am talking specifically and 
the copolymer plants in this case. Through negotiation, I assume that 
any big rubber company that wants to will finally come out with a 
bid, if they want to bid enough money. 

Mr. Bianprorp. Well, you see, we have to worry about butadiene 
plants, butyl plants, styrene and copolymer plants. What you are in 
effect saying is you don’t think the law should permit anybody to buy 
more than one copolymer plant. That is what it boils down to. 

Dr. Winters. That is right. 

Mr. Bianprorp. So you would have 13, you hope, independent manu- 
facturers of synthetic rubber? 

Dr. Winters. With many of them outside of the rubber manufactur- 
ing goods industry, that is right. 

r. BLanprorp. Well, I submit to you that in all likelihood that that 
might well be the result. 
r. Winters. We would be very happy. 

Mr. Bianprorp. But that if you confined it to that, you might be 
precluding any disposal. It might be that it becomes necessary to sell 
two copolymer plants to one company, in view of the fact that the 
combined capacity might, for example, be even less than the institute, 
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West Virginia capacity, the capacity of that plant. So you would be 
tying a headstone around the disposal, to start with. 

Now, your second point is that for a period of 15 years—— 

Mr. Core. Mr. Blandford, before you leave that point, Mr. Hess, 
at my left here, has suggested that even if the law does prohibit the 
sale of more than one plant to any one buyer, that the next day after 
the deals were all completed, the buyer might sell to one of the other 
buyers. So if you are going to carry out the theory that you recom- 
mend, you would have to put a period of years on it; No. 1, that you 
couldn’t sell to more than 1 buyer more than 1 plant, but that the 
plants could not be transferred from a buyer to another buyer sub- 
sequently during a period of 10, 15 years. 

Dr. Winters. Well, you have raised a problem there. I don’t know 
how far you can limit resale. Our intent, of course, is just to point 
out the precarious position that the independent producer or rubber- 
goods producer would be in if too much production of GR-S got into 
the hands of the big rubber companies. And all of our proposals are 
aimed to bring out that point. 

Now, whether we have covered all the possibilities or not, I am 
not sure. 

Mr. Corr. O. K., Russ. 

Mr. Buanprorp. All right, sir. 

Now your next point, Dr. Winters, is that for a period of 15 years, 
at least 25 percent of the total production of any type of synthetic 
rubber ahidackd in a facility purchased from the United States Gov- 
ernment shall be offered on the public market. These offerings should 
be made monthly at prevailing market prices. 

I assume again you are confining yourself to a copolymer facility ? 

Dr. Winters. That is right. 

Mr. Bianprorp. Whether it would be wise to put that in the law 
or not, I would not say at this time, because it seems to me that on 
page 4 of the bill, in which we say that “bids shall be in writing and 
shall contain, among other things, the arrangements or plans, formal 
or informal, for the supply of feed stock to, and the disposition of the 
end product of, the respective facilities proposed to be purchased,” 
might adequately cover that situation. 

Now, you might very well be injuring the very people that you are 
trying to protect by putting a requirement in there that at least 25 
percent of the total production be offered for sale to the public because 
supposing your people got together in your institute, members of it, 
and bought a facility that produced sufficient synthetic rubber for 
their own use, and they would be making perhaps a special type of 
synthetic rubber, a type suitable for use in soles and heels. Now you 
are going to require that 25 percent of that be put up for sale on the 
open market. Perhaps they can use their own consumption and no 
one else in the United States would want to buy that, but you are 
going to compel them to sell 25 percent of it, regardless, on the open 
market to people who might not want it. You might be cutting off 
your nose to spite your face. 

Dr. Winters. Well, if I may comment on that, it says “shall be 
offered on the public market.” It doesn’t say they have to sell it. 
And it shall be at the going prices. 
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Mr. Bianprorv. Well, you haven’t said what happens if it is not 
purchased. I would assume, if it shall be offered, that they are pre- 
cluded from using it themselves. 

Dr. Winters. No. If it is offered and no one takes it, then the 
com a itself can withdraw it. ie 

r. Bianprorp. Supposing they buy a facility that produces 
enough to meet their own neds. Are you still going to require them 
to produce 25 percent for outside consumption? I am thinking of 
your own members now. 

Dr. Winvers. Yes; I realize you are doing it, doing that, and I see 
the problem that that might create. But I am thinking also of a 
larger field than my own institute membership. I am putting this 
in here to help protect the 680 companies. Now, maybe—— 

Mr. Buianprorp. I am thinking of the special-purpose types of 
rubbers particularly. 

Dr. Winters. Well, if it is a special-purpose type for heels and 
soles, certainly people outside the heel-and-sole industry probably 
would not be interested in purchasing it. 

Mr. Bianprorp. Well, that is the difficulty you are going to face 
if you have in the law a provision that a percentage must be pet up 
for sale to the public: you are going to run into a very difficult 
disposal problem. Because I think it is obvious, from the testimony 
and from what we have been told that when these plants once get in 
private hands, there are going to be many, many types of synthetic 
rubber offered for sale. They are going to be under trade names, 
and there are going to be a variety of subjects come up and a variety 
of uses to which this rubber can be put. If you are going to require 
by law that 25 percent of the production of that plant be put up for 
sale, you might be precluding sales, I don’t know, but you might at 
least be hampering them considerably. 

Dr. Winters. As I see this, this clause depends upon the “if” in 
the first part of the point No, 2. It says, “If section 7 (b) (2) is 
allowed to stand,” and by that I mean if a large percentage of the 
ba ymer plants is sold to the big rubber companies. 

Mr. Buanprorp. Yes. 

Dr. Winters. If that doesn’t happen, then such a clause I sug- 
vested here is of no importance. But, secondly, I think your criticism 
is met by the fact that, if this rubber is put up for sale and is not 
rete fe est once a month so it will be a periodic thing—well, 
then, obviously anyone who wants it can buy it or use it, including 
the owner. This is just a procedure to make sure that the small 
company once a month will be able to buy some sort of GR-S. 

Mr. Bianprorp. I merely submit to you that you might well be 
preventing your own group from buying a copolymer plant because 
they are going to have to buy 25 percent more capacity than they 
need themselves. Now, it may work out that way, I don’t know, 
but you may be creating a stumbling block for your own members that 
they can’t overcome by requiring them initially to buy a capacity of 
25 percent over and above that which they are going to use. Because 
you say it must be offered for sale. 

Maybe it will be purchased, and maybe it won’t. It seems to me, 
just as a personal reaction, that when you require the bidder to sub- 
mit the arrangements or plans, formal or informal, for the supply of 
feed stock to, and the disposition of the end product of, the respective 
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facilities proposed to be purchased, that that in itself will be protection 
for the consumer who may not want to buy a plant. 

In that connection, just to digress a moment, aren’t you faced with 
the same situation today? What goes into a rubber sole, for example, 
besides rubber ¢ 

Dr. Winters. Well, 1 am not much of a technical man, but they put 
in high-styrene resins in many of them. 

Mr. Buanprorp. Well, now, let’s take high-styrene resins. Do you 
own your own facilities for producing that? 

Dr. Winters. No; we do not. 

Mr. Bianprorp. Don’t you buy that on the open market in com- 
petition with others / 

Dr. Winters. We do. 

Mr. Bianprorp. Isn't that the same situation here? Nobody under 
a private-enterprise system guarantees anybody a production of 
anything. 

Dr. Winters. That is one of the seats of our troubles; that is, we 
have to pay a higher price in the open market than some of our chief 
competition gets from their own chemical divisions. 

Mr. Bianprorp. Isn't that the same problem that every industry in 
the United States faces, every small business? And I use small busi- 
ness in quotes, because you are using an awful lot of rubber. You are 
not small business in that sense of the word ¢ 

Dr. Winters. Yes. We have to face that in other ways. But it is 
also the cause of one of our greatest difficulties in staying competitive. 
And we want to be sure that something that is as vital to us as GR-S 
will not be sold to a heel-and-sole division of a large rubber company at 
a much lower price than we can buy it on the open market. That 
isn’t cricket, in my opinion. 

Mr. Brianprorp. You want—what you want is private enterprise 
with a guaranty that there will be a competition because you will be 
guaranteed a source of supply ¢ 

Dr. Winters. I think that. 

Mr. Bianprorp. You want private enterprise subject to a condition 
subsequent ¢ 

Dr. Winters. No. We want private enterprise in the pure theory 
of the economists, where a substance is sold through competition at 
a given price to all comers at any particular moment. 

Mr. Bianprorp. You stated that one of the large companies today 
sells rubber to one of its subsidiaries at a lower price than you can buy 
it; is that correct ? 

Dr. Winters. High-styrene resin, that is right. 

Mr. Buanprorp. And you haven't gone out of business yet ? 

Dr. Winters. No; but some of our companies have had their prob- 
lems, however. 

Mr. BLanprorp. Now, that is a problem, is it not, I presume, for 
the antitrust laws, if there is a violation there? But isn’t that true in 
any kind of a business arrangement, that when you get large enough 
so you can build your own subsidiary plants, the object of having a 
subsidiary, I presume, is to make money. 

Dr. Winvrers. Of course. 

Mr. Brianprorp. And that is in competition with other people. 
Now if we were to guarantee you that you would be able to buy your 
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products at the same price, wouldn’t it be far better for the Govern- 
ment to just stay in the business? As it is today, you get your share of 
synthetic rubber, and the net result would be if we extended the rubber 
act that you would be assured of a source of supply and everybody 
would be getting it at the same price, and basically I would assume you 
would be a happier man if we merely extended the Rubber Act; is that 
right ¢ 

‘Dr. Winters. No; that conclusion I don’t think follows. As I say, 
the problem is largely, not entirely but largely, solved if most of the 
production is outside of the big rubber companies, most of the pro- 
duction of GR-S. 

Mr. Bianprorp. Well, I think we are in complete agreement on that, 
that if these plants are sold to merely the Big Four, there will be no 
disposal program. 

Dr. Winters. I am not an attorney, but I believe that a large com- 
pany can sell anything to any one of its divisions at any price with- 
out breaking any law. ; 

Mr. Buanprorp. And I say to you that that is private enterprise, at 
its worst or at its best, I don’t know which, but the one who benefits 
is the consumer. 

Dr. Winters. Remember, in all my thinking there is the back- 
ground that if too many of these plants get in the hands of the big 
rubber companies, that is going to be very bad for us. That is the 
chief point I am making ae understand you, in general, are in 
agreement with that. 

Mr. Buanprorp. Absolutely. We think there are going to be many 
more bidders for these plants than appear on the surface and it will 
not be just the Big Four buying them. 

I would like to go on to your next point. 

Mr. Coxe. Before you leave that, I don’t see how that provision re- 
quiring 25 percent of production from any one plant remain available 
to the open market is going to help the people you are trying to 

rotect. 
: Because let’s assume that X company buys one of these producing 
lants and it can use 100 percent of production, but if that provision 
Is put in the law it has available for its own use only 75 percent. 
Where is it going to get the other 25 from? It must go into the open 
market and compete with your people for it. So the net result is going 
to be the same. Your people are going to have to pay for it. 

Dr. Winters. Well, at the open market price of course, it wouldn’t 
make any difference economically. But the point that is in back of 
that suggestion is that if a great shortage develops, then this clause 
will provide that the small company in a period of shortage gets an 
adequate supply of whatever production there is. That is why I put 
it in there. In times of surplus, it makes no difference, no difference 
to any big or small. 

Mr. Doyte. In other words—may I make this observation to see if 
you feel, Doctor, that my statement is representative of one of your 

sic conclusions ¢ 

In other words, you are seeking to have some situation evolve out 
of this disposal program whereby the small companies can stay com- 
petitive. 

Dr. Winters. That is right. 

Mr. Doytz. That is what you are after; is it not? 
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Dr. Winters. That is right. 

Mr. Doy.ie. And as you presently look at the provisions, the small 
companies may not be able to stay competitive; is that correct ? 

Dr. Winters. We are afraid that too many plants might be sold 
to the Big Four rubber companies. Now, maybe I am wrong in that. 
From what I hear, apparently there is more active interest in bidding 
than I thought. 

Mr. Doy.e. Pardon me, for this interjecting. 

Mr. Bianprorp. Well, the third point, Mr. Chairman, I think has 
been covered. It is the same subject of permitting a parent corpora- 
tion to sell synthetic rubber to a subsidiary, which again I suppose 
goes right into the, or flies right into the face of the theory of private 
enterprise, and the antitrust law. 

If there is no violation then apparently it is not in conflict with 
the laws of the United States, and is not looked upon as bad business 
from the consumer’s viewpoint. 

Now, your point 4 is that section 8 should be changed to read as 
follows: 

Facilities not sold by the end of the transfer period shall be operated by an 
agency of the United States Government designated by the President of the 
United States for a period not to exceed 15 years. 

Prices charged for the synthetic rubber produced shall be comparable to the 
prices charged for similar rubbers produced by private operators of synthetic 
rubber facilities. The United States Government may sell these facilities at any 
time after 1 year from the end of the transfer period under the same conditions 
established for the original sale. 

Well, the latter part of the provision is incorporated in our bill, ex- 
cept that it is a 2-year period. Now, what you propose in effect is 
that the facilities that aren’t sold will be operated by the Federal 
Government. 

I think the testimony has pretty well established to date that no one 
will buy a plant if the Government is going to run in competition with 
them. We are either going to have private enterprise running the 
synthetic rubber business or the Government will run it, one or the 
other, but not both. 

If we have the Government running these facilities in competition 
with private industry, we might just as well forget about disposal. 

In the nature of things, no board of directors in their right minds 
are going to buy a plant if they think the Government is going to run 
plants in competition with them. I think that would naturally follow. 

My personal reaction would be that if your point 4 were adopted, 
we could terminate the hearings now. There wouldn’t be any need for 
any further discussion. We will just operate the plants, let the Gov- 
ernment continue to operate them until they fall apart, and if the 
Government didn’t put more money in them then at some period when 
the plants colishend and there was no indication that a new one was 
going to be built, then private industry might come along and build 
one. 

But that wouldn't be what the result would be. The Government, 
if it goes in this business, will continue it and produce rubber and 
probably expand its facilities. 

Then we would have Government in the rubber business from here 
7 out. And maybe the next step would be to manufacture heels and 
soles. 

Dr. Wryrers. Well, I rather disagree with you on that. 
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If there is this shortage which the Paley Commission and the RFC 
point to, it seems to me there will be no lack of bidders in a very short 
period to take over the plants. There will be also no problem as I see 
it in Government private business competition for a short period, be- 
cause all the rubber produced can be sold at the market price. ; 

I just don’t see what problem is created, if there is now or soon will 
be the shortage that is talked about. 

Mr. Bianprorp. Well—— 

Dr. Wryvrers. Now, if there isn’t, I think you have a real point. 

Mr. Bianprorp. I think the psychology is the other way around 
though, Doctor. And I agree with you: There is going to be a deman 
for synthetic rubber and new rubber perhaps in excess of the supply 
in years tocome. There will be no inde of bidders. 

And with the exception perhaps of the two alcohol butadiene 
plants, there will be bids received and contracts for same entered into 
for perhaps all of the copoylmer plants. 

Now, what you oéald do would be to scare off the bidders to start 
with by saying that if we don’t sell these facilities, the Government 
is going to stay in the business in competition with those people who 
were foolish enough to submit a bid. 

I agree with your first premise that there probably will be a demand 
for synthetic rubber in excess of the supply, as the years go by. And 
it may well be that for the next 2 years there will be an increasing 
demand. That is one of the reasons that the sale of the plants at this 
time is so important to us, because we do not have a demand for these 

lants. 

° But your provision would scare off prospective bidders because they 
are not going to be sure of what the Jones Co. is going to do and they 
are certainly not going to submit a bid and find themselves with a 
provision that says this contract shall be binding on the Government 
and the purchaser, unless they know what everybody else is going to 
do with the plant. So what would happen would be there wouldn’t 
be any bidders and then you would have the Government in the 
business for 15 years. 

Well, in that case, we might just as well take out the termination 
date entirely and say the Government is in the rubber business from 
here on out. 

Dr. Wryvers. Well, you may be right, though I don’t quite agree 
with you. 

I think in a time of shortage anything can be sold, as the last war 
showed us. 

Mr. Bianprorp. Well, you say there is a time of shortage. You 
indicated that there is a shortage. You indicate there is a tremen- 
dous demand for rubber. Now, why do you want to put a stumbling 
block ahead of the sale of the plants? 

Dr. Wrxvers. Well, I certainly don’t want to put a stumbling block 
there. Again, my intention is to assure a supply, an independent 
supply, for the independent company. 

Mr. Brianprorp. Isn’t that going to be left for the disposal program 
itself? Isn’t that the plan that is going to come back to the Congress? 
Tf the Congress looks at the disposal recommendation and sees that 
Big Four are the only purchasers of copolymer plants, I assume that 
Dr. Winters will be here to testify, mighty quick. 

Dr. Winters. I imagine he would be. 
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Well, as I said earlier, our chief point is to emphasize the import- 
ance of distributing the ownership of the GR-S plants very widely 
and outside the rubber industry. 

Mr. Bianprorp. We agree completely. I think we only differ in 
procedure. 

I have no further questions. 

Mr. Suarer. Any further questions ¢ 

Mr. Doyte. Yes. 

Mr. Suarer. Mr. Doyle. 

Mr. Doyie. On page 2, Doctor, the last sentence of paragraph 
2, you say as an industry you are very important to the civilian and 
military welfare of this country. Of course, this committee is chal- 
lenged, amongst other responsibilities, in this hearing to find out 
whether or not it is in the interest of our national defense to dispose 
of these plants. Why do you feel justified in saying that your industry 
is important in the military defense of our country ? 

What is there about it that makes it important, if anthing? 

Dr. Winters. Well, I believe most combat boots are made with 
rubber soles and rubber heels. Most military shoes have rubber 
heels. And I believe other types of military footware have rubber 
soles because of their long-wearing qualities. 

Mr. Dori. Well, is that use on the increase in the last few years, 
or decreased, in military boots and shoes ¢ 

Dr. Winvrers. I don’t have figures on military shoe production. 
They have been withheld. 

But I would believe that it probably increased. I can say this, 
that during the last war, when other types of soling just could not 
meet the demand, the rubber sole industry caeliaaeeria was vastly 
increased to take care of military demands of our own, of our allies, 
and also increased civilian demands. 

Mr. Doyte. I note on page 2, in your next to the last paragraph, 
you also state very emphatically that this industry can only exist if 
you secure adequate supplies of GR-S at competitive prices. Do I 
understand from that that GR-S is absolutely necessary in your manu- 
facturing processes for technological reasons 4 

Dr. Winters. In three products GR-S apparently is the only type 
of rubber now available which can be used to successfully ma the 
products. 

In other words, we can’t use natural rubber in the so-called nuclear 
sole, any of the high styrene items. 

Mr. Doyie. Then your answer to my question as to whether or 
not an adequate supply of GR-S is absolutely essential to the life of 
vour industry would be yes. 

Dr. Winters. At the present moment, it is yes. 

Mr. Doyte. Now, I notice in paragraph 2 of your statement, on 
page 3, if the GR industry were put for any reason in the hands of 
your largest competitors as a result of this disposing program, it 
could result in you being squeezed out of the market, the smaller 
concerns. 

That statement, Doctor, taken with your rather disappointing state- 
ment to me, I wish to state, contained on page 6, the last of paragraph 
3, that there is a large rubber company that sells the same material to 
one of their subsidiaries at a price less than they are willing to sell 
you—I say that statement is disappointing to me only because I am 
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surprised to know that. I wouldn’t call that free competition in my 
book. If that sort of policy is to be followed by a major company 
after purchase of these plants or any of them, I can see where it is 
goodbye to small independent business in this particular field. 

Dr. Writers. Well, that is the cause of a lot of our fear and the 
reason we want to make it a very strong statement that we want a great 
deal of capacity out of the hands of the Big Four rubber companies. 

Mr. Doytr. When you say a large rubber company, do I understand 
from that statement that it is one of the companies, although I am not 
mee you to name it, ae reasonably could be expected to offer a bid 
in this disposal program 

Dr. Yee 

Mr. Snarer. Don’t you think that you have a case there to the 
Attorney General, if that situation exists? 

Dr. Wryters. Well, as I say, I am not an attorney. I have been 
told by an attorney that the company can sell to its own division at any 

rice it wants to. It is merely a bookkeeping transaction. But it 
bes make a difference on the price at which it can sell its finished 
product in the open market. 

Mr. Doyte. Of course, I bring that our, Mr. Chairman, and members 
of the committee, because if that is a fact—— 

Mr. Suarer. [f it is illegal, then it is for the Attorney General. 

Mr. Doyte. You correctly say, Mr. Chairman, that the Attorney 
General hasa job todo. But if it is correct and it is a violation of our 
antitrust law, which I assume it would be or our antitrust laws would 
be changed —— 

Mr. Buanprorp. I don’t think it would be a violation, Mr. Doyle. 
It is the same division of a plant, of a company, and they are merely 
selling their own product. I don’t even know if they are selling it. 
They may be furnishing another division of their own company with 
the raw material. 

I presume you are talking about styrene. And what is happening is 
that they are manufacturing it in one plant and they have a division 
which manufactures in competition with you and they sell that at cost 
to their own division. 

Now, I presume that that is pretty much true in the entire automobile 
industry. I think Mr. Ford at one time bought some ore mines. I 
think he bought some—a fleet of ships. I think he manufactured his 
own glass, if I am not mistaken. They did that a little cheaper than 
other competing companies could do. 

Mr. Doyze. Of course, if counsel please, though, that isn’t a com- 

arable case, because these small companies are not manufacturing 
in the sense that we are discussing. These are independent compa- 
nies who are purchasers and they are dependent upon their a al 
to purchase from the larger rubber companies. 

r. BLanprorp. No. My only point is, Mr. Doyle: If there is an 
excess—I don’t think the law would prohibit the company that is 
selling a product at a profit or selling it for as much as they can get 
for it. That is merely the law of supply and demand. 

In turn, if they are selling a product at cost to one of their own 
divisions and that cost is then reflected in the selling price of the 
product, that merely is reflected in their profit and loss statement at 
the end of the year. That is private competition. 
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Mr. Doyte. In other words, under this disposal program, then, it 
might develop that substantial rubber companies would purchase all 
the plants necessary to our national defense and free competitive en- 
terprise system and sell to their own subsidiaries at a price that would 
definitely freeze out all competition by smaller companies. 

Mr. Bianprorp. In that case, I don’t think there would be a disposal 
program. 

Mr. Doyte. Iam making that fundamental statement, because under 
the statement you have made, that I previously discussed, that could 
arise, 

Mr. Buanprorp. It could arise, if we approve the disposal. That 
is the whole issue here. 

Now, I think the whole discussion involves something that may or— 
they are strawmen that are being created as to something that may 
happen in the future. 

I don’t believe anyone can predict what the competitive pattern is 
going to be, whether the small consumer is going to be hurt, until after 
the prospective purchasers have been recommended to the Congress 
and the Congress has an opportunity to look into the matter to see 
if there is a competitive pattern established. 

Mr. Dorie. Well, on that point, may I just make this observation 
and proceed to my next question. If it is a fact that a large rubber 
company is today selling to its own subsidiary—in other words, the 
heel and sole division—at a substantially lower price than it sells to 
the independent companies that the doctor represents, then it is no 
wonder he worries. 

I think he has a right to be fearful, in the life and existence of these 
smaller companies. 

Mr. Bianproxp. I might say, Mr. Doyle, that the styrene that is 
being produced in the facility that the doctor is talking about it from 
the styrene plant that I think was built by the Government. 

Am I not correct in that, Doctor / 

Dr. Winters. I don’t know. 

Mr. Doyen. One other question. 

Mr. Chairman, I am interested in a point that the doctor mentioned 
and our distinguished chairman and counsel discussed with you briefly. 

Would you feel that under the present economic conditions and 
the comparative limited time in your judgment, apparently that the 
independent companies would have to consider as to whether or not 
they can arrange their finances to bid, that it is an absolute requisite 
that there be an extension of the period of time within which they 
might be able to submit a competitive bid / 

Dr. Wrn'rers. I believe the answer to be “Yes” on that. 

As I say, I have talked to 2 or 3 companies briefly about this point 
and they feel that 90 days is too short a time and suggested the 6 
months. 

Mr. Doyte. One other point. 

In your point 4, on your supplemental statement, referring to 
section 8, which you discussed with our counsel: What in your judg- 
ment should be done if as a result of the former content of the bids all 
je ae be turned down? What then would be done with the 
plants 
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Dr. Wrnrers. Let’s see. Do I get you clearly, that if because of 
the pattern of bidding you turned down all bids—— 

r. Dorie. Yes, sir. 

Dr. Winters. Well, I think they should be kept open and producing, 
definitely, and kept in good production condition. 

Mr. Suarer. You agree with that provision that is contained in 
the bill now, that the present rubber act would then be extended? 

Dr. Wrxvers. I think it is vital that we have a synthetic rubber 
industry, definitely. But I also think this is a very good time to sell 
the industry. With the shortage developing, it should make the 
future of the industry quite secure. 

Mr. Doytr. May I ask you this considered question, because you do 
speak for a group of independent concerns. Are you sure, in your 
conclusion, that our national defense would not be placed in any 
jeopardy or insecurity as a result of disposal of these plants at this 
time? 

Dr. Winters. I believe that if the disposal is over a wide enough 
area, that it will strengthen the synthetic rubber industry and there- 
fore, it will benefit our national security. 

Mr. Dove. Thank you, Mr. Chairman. 

Mr. Suarer. Thank you very much, Doctor. 

Mr. Suarer. Charles Johnson, of the Endicott Johnson Co. 

Mr. Jounson. Chairman Shafer. 

Mr. Suarer. Mr. Johnson, glad to see you here. 

Mr. Jounson. May I say a few words before I go into my 
representation ? 

Mr. Suarer. Certainly. 

Mr. Jounson. Do we have to face your fellows or can I face the 
rest of them? Can I stand over there? 

Mr. Suarer. Stand anywhere you want. 

Mr. Jounson. Well, first of all, gentlemen, I would like to make it 
perfectly clear that I do not know very much about this subject. The 
shoe business is very highly competitive. If all the shoe factories in 
the United States were operating full on a basis of 40 hours a week, 
they could make about 650 million pairs of shoes, whereas the con- 
sumption of shoes is a little over 500 million pairs a year. 

Now, our company started from scratch a great many years ago, and 
we built our way up from within our own organization. A little 
factory and in 65 years we have acquired the size that we enjoy today, 
through the very toughest competition imaginable. 

There isn’t any business that I know of in the country, at least in 
the manufacturing, that is any more highly competitive than the shoe 
business, and shoemen say it is dog eat dog and survival of the fittest. 

Now, there are a few large concerns, of whom we are one; but you 
take the large concerns, so-called large concerns in our country, in 
the shoe business. 

In the total they only make about 26 percent of all the shoes made. 
There are about 1,200 shoe manufacturers in the country. And if 
you go back in the records, you will find that about four to five hun- 
dred of those concerns fail up and go out of business every year, be- 
cause they just can’t make a go of it. 

But the next year there are others coming in who get in the shoe 
business with a very small amount of capital. So that is the history 
of the shoe business. 
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Now, you take with the fellow that is in the rubber business or the 
chemical business or the petroleum business, and you say, “What per- 
centage of profit do you try to make on your sales?” 

The answer is anywhere from 15 to 30 percent. And let me point 
out that in our business, E. J., if we can make 214 percent on our gross 
sales, that is sufficient to pay our dividends and to pay the Govern- 
ment taxes of course, and to give the workers a substantial bonus at 
the end of the year. 

Now, the only reason for prefixing these remarks is this: We are 
down here naturally in the interest of the small users of rubber. We 
are purchasers of the large producers of rubber. We know something 
about competition that does exist at the present time. And we are 
definitely—the group that I represent are definitely interested in buy- 
ing one of these plants, providing we can do so and the price is a rea- 
sonable price based upon its value and also based upon what the Govy- 
ernment finally gets for the other plants. 

Thank you. 

Mr. Suarer. All right, Mr. Johnson, you may proceed with your 
prepared statement. 

Mr. Jonnson. Mr. Chairman and gentlemen of the committee, my 
name is Charles F. Johnson. I am president of Endicott Johnson 
Corp., and I appear here before your committee to present the views 
of a group of companies on synthetic rubber legislation. 

The individual companies which I represent today are the Amer- 
ican Biltrite Rubber Co., of Chelsea, Mass.; the Cooper Tire & Rub- 
ber Co., of Findlay, Ohio; the Endicott Johnson Corp., of Endicott, 
N. Y.; the Johnson Rubber Co., of Middlefield, Ohio; and the Wooster 
Rubber Co., of Wooster, Ohio. 

I personally appreciate, as do also the companies I represent, the 
opportunity of making our presentation at this time. 

These companies represent an important segment of American 
industry. Some are small companies: some are medium sized; one 
company in the group, although relatively small, is among the coun- 
try’s largest consumers of synthetic rubber; and in another case, rub- 
ber manufacturing is but a small though important part of the firm’s 
larger operations. 

ach has a vital interest in the future of our American synthetic 
rubber industry. Each is deeply concerned with the rules on plant 
disposal to be laid down by meat Their economic future and 
the economic future of many other small- and medium-sized rubber- 
consuming companies will depend on the action taken here in Wash- 
ington. 

At the outset, I should like to say that at least some members of this 
group have an active and real interest in the purchase of a copolymer 
plant. However, the important concern of all of the companies rep- 
resented is that the synthetic rubber producing facilities are disposed 
of on a fair and equitable basis and in keeping with the best American 
traditions. 

Until the introduction of synthetic rubber the American rubber 
manufacturing industry was entirely dependent on one basic raw ma- 
terial—natural rubber. The history of natural rubber with its re- 
strictive production schemes and wild fluctuations in price is well 
known. 
26066—53—No. 25—10 
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The relatively abundant supply of synthetic rubber in this country 
during recent years has enabled the rubber manufacturer to operate 
ona stable and well-planned basis. The smaller rubber manufacturer 
has been able to operate without fear of being cut off from his basic 
raw material and without fear of economic ruin through major fluctua- 
tions in price. In other words, synthetic rubber has brought to the 
American rubber manufacturing industry a dependable source of raw 
material supply under relatively stable price conditions. 

Under these healthy conditions, the American rubber industry has 
been able to move ahead with assurance in the past few years. The 
effect that synthetic rubber has had on the price of finished rubber 
goods has been enormous. 

What the American taxpayer and the American economy has saved 
cannot be measured precisely, but it is safe to say that the savings 
could be measured in billions of dollars. 

Thus, it is highly desirable that in the disposal of the presently 
owned Government synthetic rubber facilities, such a program incor- 
porate a policy which shall insure a free competitive synthetic rubber 
industry, while at the same time maintain for the consuming public, 
as well as large and small rubber fabricators, the benefits of fair com- 
petition. 

To achieve this end, the plan for disposal should avoid concentra- 
tion of control by any particular group. This is essential if an ade- 
quate supply is to be insured for all users. 

The Government, by means of tax money, instituted the synthetic 
industry at a time when the natural rubber supply on which this 
country was dependent was jeopardized by war. 

The development of this industry has been chiefly in the hands of 
the petroleum and chemical industries with the assistance of large 
rubber fabricators. Keeping in mind that this industry was created 
to protect the interests of the country insofar as an adequate supply 
of rubber was essential, it is highly important that in the disposal of 
the Government-owned butadiene installations, the underlying plants 
of insuring an adequate rubber supply be paramount. 

It is also necessary to achieve as broad an interest as possible in 
the ownership of copolymer installations. The acquisition of these 
installations by those whose primary interest is in the fabricating of 
rubber products used for transportation would be a serious blow to 
the American economy. There are many other end uses of synthetic 
rubber other than for transportation. It is used for applications in 
the footwear industry making rubber heels and soles, the mechani- 
cal-goods industry, the wire and cable industry, the paint industry. 
and other industries having end uses essential for the well-being of 
the economy of the country as a whole, and future uses to be developed 
for our national security. 

It is important that these interests be given ample opportunity to 
acquire some of the copolymer installations, not only to assure this 
segment of our economy of an adequate supply of material, but also 
to inspire and direct a constructive research program for the future 


having in mind the improvement of these other essential products. 

While relatively small in total tonnage requirements, there are many 
fabricators of rubber other than those in the transportation field who 
by no means can be classed as small business and who possess the finan- 
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cial as well as technical assets necessary for the successful operation of 
these copolymer installations. 

While lacking current experience in the operation of these facilities 
and perhaps the advantage of being able to accurately evalute their 
worth, they are nonetheless interested, have an equal vested right, and 
should be given every encouragement to negotiate for their purchase. 

There is a very grave danger that well-intended legislation without 
appropriate safeguards could deal a crippling blow to these important 
segments of American business. This danger stems from the very 
structure of our American rubber-manufacturing industry. 

It is a fact that two-thirds of our American rubber industry, as rep- 
resented by consumption of synthetic rubber, is dominated by four 
large companies. Let me read briefly from the recent RFC report on 
plant disposal : 


While it is estimated that there are perhaps a thousand rubber fabricators in 
the United States, a vastly disproportionate amount of our total consumption is 
absorbed by tire manufacturers, of which there are only about 20. Five of these 
may be considered major and of these, four companies almost wholly preempt 
the original equipment market for passenger-car tires and enjoy also a dominant 
position in the replacement market. These 5 companies each operate 1 or more 
of the copolymer plants in the Government program. In 1952, the Corporation 
had about 700 synthetic-rubber customers. Of these, the 20 largest tire com- 
panies accounted for 77 percent of the sales. The remaining 680 companies, 
more or less, purchased only 28 percent, and of these, 20 absorbed more than 5 
percent. Thus, out of a total of about 700 customers, 40 accounted for 82 per- 
cent, and 660 accounted for only 18 percent of the Corporation’s sales. More 
importantly, perhaps, 4 of the majors alone accounted for more than 63 percent 
of total sales. This is of significance because, while the bulk of this rubber was 
undoubtedly consumed in tire manufacture, the majors also engaged in the man- 
ufacture of many of the same nontransportation products as do the small com- 
panies, namely, footwear, belting, hose, cable, gaskets, and various other indus- 
trial specialities. It is apparent that small rubber consumers must be pro- 
tected against the danger of damage to their competitive position should the 
majors wholly dominate the field of synthetic rubber supply. 

Let me assure you that the danger which we have underlined in 
that last sentence is very real. 

We have studied the RFC’s report on a program for disposal to 
private industry of Government-owned rubber producing facilities. 
Mr. Yohalem, who worked on the details of this report, has done an 
excellent job in providing the Government and industry with a eriti- 
cal evaluation of the problems surrounding disposal of the facilities. 

We have also studied the disposal bill, H. R. 5425, as well as Mr. 
Shafer’s speech before the House of Representatives on May 26. Let 
me quote briefly from Mr. Shafer’s speech : 

Of course, in disposing of these plants we must make sure that those who 
purchase the facilities will not be concerned only with the manufacture of 
rubber or feedstocks for their own particular needs. Many small consumers 
will have to look to the purchasers of these facilities for their future source of 
synthetic rubber and we must make sure that we establish a competitive pattern 
that will assure them a source of supply in the same manner as that which 
prevails in other types of industries throughout the United States. 

We agree most heartily with what Mr. Shafer says, and we are 
sure that it is Mr. Shafer’s intent and that of you gentlemen of the 
committee to see that any legislation passed by Congress will assure 
that his promises are met. 

At this point I should like to say that I am grateful to have had 
the opportunity to read at least some of the testimony presented before 
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your committee thus far. In this connection I found Mr. Shafer’s 
opening statement on June 3 particularly heartening. In his remarks 
he said: 

There are few bills of this magnitude introduced in the Congress that cannot 
be changed or improved as the testimony proceeds. This bill is no exception 
to that general rule, 

We have interpreted this as an encouragement for us and others in 
industry to offer constructive suggestions in respect to this bill. It 
is in this spirit that we present our views on this bill even though 
these views may diverge sharply from others who appear before this 
committee. 

In our opinion, H. R. 5425 does not contain the necessary safeguards 
to assure adequate protection. As a matter of fact, we feel that 
H. R. 5425, if enacted into law without revision, could well result in 
a devastating shortage of synthetic-rubber supplies in this country. 
This shortage in turn could lead to inflationary prices for synthetic 
rubber and thus for the thousands of rubber articles that the American 
consumer buys. The small rubber fabricator, under the provisions 
of this bill, could be literally forced out of business by not having 
enough, if any, of his basic raw material, American synthetic rubber. 
to keep him in operation. 

The companies that I represent here today, together with hundreds 
of small rubber companies, many other segments of American busi- 
ness vitally dependent on rubber products and the American con- 
sumer, who in fact is the present owner of these plants, could a‘l 
suffer greatly if proper safeguards are not made a part of this 
legislation. 

Our main concern with this legislation is that nothing is left to 
chance and that its provisions be more thoroughly defined. Also, we 
feel that some of the provisions may be modified to give better assur- 
ance that the objectives behind this bil be more fully realized. 

Our first suggestion is directed toward section 7 (a) of H. R. 5425. 

Here we feel that the period of time allowed for the preparation 
of bids is much too short and we would urge this be lengthened to 
not less than 6 months, following the appointment of the Commis- 
sion, with an additional period of 1 month for receipt of bids. 

If there is any hope of assuring the development of a free, com- 
petitive synthetic-rubber industry, then it is essential that new inter- 
ested purchasers be given adequate time to study the technical aspects 
of each plant in the system, to study and make preparations for the 
availability of feed stocks, to determine the cost of new facilities 
required to make certain that the plants will be self-sufficient and 
economical to operate, and many other details that will take a great 
deal of time. 

In addition, the members of the Disposal Commission will probably 
need more time than the bill allots to study the many complex aspects 
of disposal. It would seem to us to be impossible for the Commission 
to take fair and just action without adequate time and preparation. 

In connection with section 7 (b) (2) we should like to suggest that 
this provision in the bill allow a purchaser who desires to purchase a 


single plant be permitted to bid on more than one plant, indicating 
his order of preference. 

This change will permit a prospective purchaser to indicate his 
relative interest in several plants, showing his order of preference. 
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In the event the purchaser is not able to obtain the preferred plant, 
he will then be akls to negotiate for his second or third choice, and 
so on. 

In respect to section 7 (b) (3) we would like to point out that it 
will be extremely difficult for a prospective purchaser of a copolymer 
facility to make specific arrangements or plans, formal or informal, 
for a supply of butadiene. Actually, until the Government disposes 
of the butadiene plants, you will not know who you are going to do 
business with. 

We feel that a later recommendation of ours in respect to section 
7 (g) will take care of this very difficult problem. 

We would like to insert an emphatic warning here that the ques- 
tion of butadiene supply is a highly complex problem and should not 
be lightly treated. Butadiene, unlike the other copolymer feed stock, 
styrene, is not in plentiful supply. The interference here is obvious. 
It could well be that the scarce supply of petroleum butadiene could 
po magi by a few companies if adequate protection is not pro- 
vided. 

In section 7 (d) we would recommend lowering the deposit re- 
uirements to 1 percent of the given bid with a maximum of $100,000 
or each facility. 

This change is actually carrying out the RFC proposal which we 
feel is more in keeping with the spirit of encouraging new prospec- 
tive purchasers to bid for plants. Also, the higher deposit require- 
ments would impose a great hardship upon smaller companies in- 
terested in plant purchases. 

We would also recommend that consideration be given to changing 
the purchase money mortgage requirements of section 7 (e) to a maxi- 
mum of 90 percent of the purchase price. 

Now, please note that we left out the word “mortgage” in the pre- 
sentation copies that most of you have, so we put in the word “mort- 


age.” 

. Mr. Suarer. Will you repeat that, please. You have your head 
turned away from the microphone. 

Mr. Jounson. Shall I read it? 

Mr. Bennetr. Please note—— 

Mr. Suarer. Please note, you started out. 

Mr. Jounson. Please note that in the last paragraph the word 
“mortgage” should have been inserted between “money” and “re- 
quirements.” 

The same reasons, involving encouragement to broaden ownership 
of the plants and encouragement to small companies, apply to this 
recommendation. 

We agree with the requirement of section 7 (g), in the Commission 
consulting with the Attorney General in determining the sales which 
will moe A in fair and effective competition. However, we would 
like to urge that several other provisions be adopted in this same 
interest. 

I have already mentioned the problem of butadiene supplies. We 
feel that this problem can be most equitably solved by first assuring 
in the butadiene plant sales contracts that for a period of 10 years, 
an amount of butadiene equivalent to the total current capacity of 
butadiene facilities disposed of will be made avaliable on an equita- 
ble basis to the copolymer installations disposed of under this act; that 
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each copolymer installation will be entitled to its pro rata share of 
such petroleum butadiene supply; and that the pro rata share of 
each copolymer plant shall be based on the ratio of its current ca- 
pacity to the total current capacity of all of the copolymer plants 
disposed of under this act. 

he current supply of petroleum butadiene is not adequate to pro- 
vide the requirements of the presently Government-owned copolymer 
facilities. Aleohol butadiene is too expensive to fill this need. 
Without a plan of distribution such as recommended, the intent of 
Congress to develop within the United States a free competitive 
synthetic-rubber industry would be defeated. For example, several 
purchasers of copolymer plants could conceivably acquire the entire 
petroleum butadiene supply. Furthermore, the butadiene supply 
could be diverted to end uses than synthetic rubber manufactured in 
the copolymer plants disposed of under this act. 

Frankly, this problem of butadiene gets right down to the heart of 
the disposal problem. It is inconceivable that any company could 
“saat a copolymer plant to manufacture synthetic rubber without 

nowing in advance what his position was in respect to butadiene. 

This provision would assure that purchasers of the various copoly- 
mer plants would be reasonably sure of feed stocks at the start. 

Furthermore, without this precautionary measure in the act, new 
Se semen purchasers will be discouraged from participating in the 

idding for copolymer plants. 

Also, in respect to section 7 (g) it would be very desirable that the 
Commission have as one of its requirements the assurance that over- 
all disposal of the copolymer plants will result in an equitable supply 
of synthetic rubber to nonpurchasers of plants. 

To achieve this end, the Commission would necessarily require 
that the sales contracts of the copolymer plants collectively, would 
provide for a sufficient volume of rubber to take care of noncaptive 
use. 

This point assures any rubber fabricator who is not in a position 
to purchase a copolymer plant of a fair share of the output of these 
plants. Without this provision, the small fabricator could be entirely 
without any synthetic rubber to carry on his operations. 

Another recommendation which we urgently suggest be considered 
as a part of section 7 (g) is the restriction to a single purchaser the 
sale of not more than 1 butadiene facility and not more than 1 copoly- 
mer facility. 

This point is of the greatest importance in assuring that a free 
competitive industry be developed. This point is crucial and has 
been emphasized to us as an essential requirement in any disposal plan. 

In this connection we should like to emphasize that there are rela- 
tively few plants available for sale. In all, there are 13 copolymer 
plants, 2 butyl rubber plants, and 8 petroleum butadiene plants. If 
the Big Four rubber companies purchased 2 copolymer plants each, 
the fifth largest rubber company purchased 1, and the Copolymer 
Corp., which is composed of medium-sized tire companies, purchased 
another plant, then you would have only 3 copolymer plants left for 
sale to other interested purchasers. The only sure way to guarantee a 
broad basis of ownership is to limit each company to one plant. of 
each type. 
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We feel that there should be some further clarification on section 
16 written into the legislation. From previous testimony, we gather 
that there is a possibility of misinterpretation of this provision. In 
addition, we would like to express our opinion on the interpretation 
of this section as outlined by the committee’s counsel, Mr. Blandford, 
in answer to a question by Everett Morss of the Simplex Wire & 
Cable Co. on June 4. 

To us, the implication of section 9 (a) (3) is that the Commission 
may recommend to Congress the sale of a plant at less than the highest 
bid provided that they make a statement of the reasons why such sale 
is proposed, 

(Quoting Mr. Blandford, on section 16, he says: 

It will not override any other provision, but all things being equal, if a high 
bidder submits a bid and it is a bona fide bid, and for some reason or other the 
Attorney General finds that he should not buy a plant because of some antitrust 
provisions, then the next bidder would be able to negotiate for that plant, pro- 
vided he could meet the bona fide bid that had been submitted. 

Thus, there appears to be a conflict between Mr. Blandford’s testi- 
mony and section 9 (a) (3). 

It is our view that should the highest bid be rejected for some good 
reason, then the other bidders should be permitted to negotiate for the 
purchase of the facility on the basis of not only the highest bid but 
also on the basis of what the Commission deems to be a fair value 
based on the plant appraisal figure as well as comparable and accept- 
able bids on other similar facilities. It is conceivable to us that the 
highest bid for a facility which may be rejected could be out of line 
with other bids for comparable facilities. If this happens, we see no 
reason why disposal should be impeded because of such ambignity or 
inflexibility in the legislation. 

We also recommend that section 17 (1) be changed as follows: 

That the prospective purchaser has the technical competence necessary to 
operate a synthetic rubber facility, provided that the technical competence shall 
not be determined by the requirement of actual operating experience of these 
synthetic rubber facilities. 

The prospective purchaser should, of course, have general technical 
competence, but a requirement here of actual operating experience 
could eliminate any purchaer who had not already operated a syn- 
thetic rubber facility. It has been demonstrated under Government 
ownership that new operating companies could be brought in and 
adequately operate these facilities, and I will put the name of the 
plant at one: Kentucky Synthetic plant. 

In Mr. Shafer’s remarks of June 3, he explains that the figures given 
in section 17 (6) are merely exploratory. We feel that the figure for 
general purpose synthetic rubber is much too low and recommend 
that this be raised to not less than 650,000 long tons annually. Let 
us explain our position. 

According to the Department of Commerce, GR-S consumption 
during 1952 totaled 648,000 long tons. The RFC report stated that 
the four majors during 1952 consumed 63 percent of the total, or 
408,000 long tons. It is obvious then that the sale of only 400,000 
tons of capacity would create a serious shortage of synthetic rubber, 
even under 1952 conditions. All predictions for the future indicate 
a sharp increase in usage. 
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If this minimum is not raised to a more realistic level, the rubber 
manufacturing industry could be faced with a very serious shortage of 
synthetic rubber. 

These suggestions and recommendations are made not only to insure 
a sound competitive synthetic rubber industry, but also to insure a 
continuing supply of this strategic raw material necessary to the well 
being of our American economy and consistent with our national 
security interests. 

Thank you for this opportunity to present our views on this very 
important statement. 

Mr. Suarer. Mr. Johnson, that is a very excellent statement. It is 
going to be very helpful to us in the final writing of this bill, I am 
sure. We appreciate your being here. 

Mr. Cole. 

Mr. Core. I have no questions, Mr. Chairman, except to express 
pleasure in learning Mr. Johnson’s opinion that the $750 million 
which this Government invested in these plants at a time when they 
were essential to our national security, and vital to our existence as a 
nation, have actually resulted in savings of billions of dollars to the 
American consumer. That on the one hand we protected our national 
defense interests by this expenditure and on the other hand we im- 
proved our domestic economy to the extent of many times the cost of 
the plants. 

I expect, of course, you are not going to be available for future con- 
sultation in connection with the drafting of the legislation, and I 
wonder if you have a representative in Washington who might be of 
some assistance to us? 

Mr. Jonnson. Yes, we have. 

Mr. Cotx. If you will supply his name to me later on, why, then, 
that will be sufficient. 

Mr. Jounson. Yes, sir. 

Mr. Corr. I have no questions. 

Mr. Suarer. Mr. Dost. 

Mr. Doyte. I particularly note in the early portion of your spendid 
contribution, in this statement, on page 2, the next to the last para- 
graph thereof, the third line in that next to the last paragraph, I 
couldn’t help but notice for some reason you underscored the word 
“insured.” You said such a program should incorporate a policy 
which shall insure, and you underscored that word “insure.” 

Why did you do that? 

Mr. Jounson. I thought it was important. 

Mr. Doyte. Sir? 

Mr. Jonnson. I thought it was important enough to underscore it. 

Mr. Dorie. That is the only word you underscored in your 8 or 
10 pages. 

Mr. Jonnson. Well, that is a pretty important word. 

Mr. Dorie. Well—— 

Mr. Jonunson. You see, this is a highly complex situation. And 
the interest of the small users of rubber must be protected and certainly 
it is the intent of the framer of the bill and also I am sure of Congress 
to see that those interests are protected. 

But, inadvertently, this bill might be written and passed and some 
of oe points that we have tried to bring out would not be taken 
care of. 
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Mr. Doyte. I take it, then, that the three lines later on, where you 
use this language, “to achieve this end”—in other words, I take it 
that those 3 or 4 words “to achieve this end,” relate back to the word, 
“insure.” 

Then you go on and say, “The plan for disposal should avoid concen- 
tration of control by any particular group. This is essential if an 
adequate supply is to be insured for all users.” 

Now, do you feel that you have set forth in your spendid state- 
ment the steps by which you feel you have incorporated in this bill 
substantially 

Mr. Jounson. Well, I couldn’t really answer that 

Mr. Dorie. The supply, the adequate supply of all users would be 
insured ¢ 

Mr. Jounson. We have given that point a good deal of thought and 
there may be some better way, but we couldn’t think of any better way 
than to limit the scale of these plants—one copolymer plant and one 
butadiene plant—to each of the four big rubber companies, at least 
at the outset. 

Mr. Doyte. I take it, then, from your statement as contained in 
your statement here, that you feel presently that unless the bill did 
contain some such substantial provision the bill would not be adequate 
to insure the condition 

Mr. Jounson. There may be some other way. But, don’t you see, 
if we will say five big rubber companies really get control of these 
synthetic rubber plants—copolymer plants, and the butadiene plants— 
the little manufacturer then will be dependent entirely upon getting 
his supply of synthetic rubber from one of these large companies. 

Mr. Doyte. Well, wouldn’t that be all right under our system of 
free competitive enterprise / 

Mr. Jonnson. No, sir, that would not. 

Mr. Dorie. Why wouldn’t the little fellow be protected under our 
system of free competitive enterprise even though all of the produe- 
tion was controlled by 4 or 5 big ones ¢ 

Mr. Jounson. Because many of these companies make soles and 
heels and other rubber products, the same as the big fellows do. 

So it would be perfectly natural for the big fellows, and within 
their province, when they knew what their cost of operating the fa- 
cilities were, they naturally would figure on making a profit and 
what they use themselves they perhaps might charge themselves the 
same price as they might sell it for, but there would be that profit 
corporationwise between the cost of operating and producing the 
material as against the end use and the price that the small user 
would get for the product, don’t you see? It gives them an advan- 
tage. 

Vr. Dorie. Well, if the 4 or 5 majors, so-called, did purchase these 
plants under the disposal system and if they could reduce their pro- 
duction costs so that they could produce this material for heels and 
soles for less money and then they passed on those savings to the 
American consumer at less price, wouldn’t that gain more to raise 
our standard of living in America than it would be to just keep the 
small manufacturer in business ? 

Suppose it did result in closing or freezing out of business of hun- 
dreds of small business, which would be the better result / 
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Mr. Jounson. Well, I tell you. Your question of course is on the 
premise that that would happen. That wouldn’t happen. 

Mr. Dorie. What would happen? 

Mr. Jounson. What you are thinking would not happen because 
there would be the same desire on the part of the big rubber manu- 
facturers to do research and development work, just exactly the same. 
It would remove competition. It would be defeating the very purpose 
of what you propose to do. 

Mr. Doyte. Well, if competition was removed as a result of re- 
search, with lowering of costs, wouldn’t that be a fair result? 

Mr. Jounson. I don’t think that would happen. I don’t think 
that would result in reducing research. 

Mr. Dorie. No, I mean by reason of increase in research—— 

Mr. Jonnson. Well—— 

Mr. Doyte. The production methods were improved and prices were 
reduced. 

Mr. Jounson. I think you get the same amount of research. You 
are starting out on the premise that if that did reduce research, there 
might be something to your argument. But it isn’t going to work 
that way. 

Mr. Doytr. I am not arguing either way. I am trying to get your 
considered opinion. I have no fixed opinion on that point, may I say. 

My mind is wide open—excepting in this, sir. My mind is fixed 
that not knowingly will I be a party in this bill or any other bill to the 
freezing out and closing shop of the allegedly so-called small business 
in America. On that point, my mind is fixed and has been for some 
years, because I feel that the small-business man is just as important 
as the big-business man in our free competitive enterprise system, 
which I 100 percent endorse. 

My questions to you were directed with that fixed opinion in my 
mind, as my colleagues all know that that is my opinion. 

But my point is this, just concluding on that point: You apparently 
are worried, because of your underscoring of that word “insured” and 
your other language on page 2, especially—you are concerned lest it 
does not contain processes by which Government shall require some 
physical setup which would insure an adequate supply in the event 
that the so-called big interests in the industry purchase all the plants. 

Mr. Jonnson. That is right. 

Mr. Dorie. Well, how far do you want Government to go in such 
matters and yet leave it to free enterprise ? 

Mr. Jounson. Well, that is up to Congress to decide. Ihave tried to 
state, representing the group, as og 2) as we knew how, how we feel 
about it. Now, it is your job, with all the testimony that you get, to 
do the best job you can. 

Mr. Doytr. You realize as a successful American businessman that 
it is amost difficult achievement for Congress to make, do you not? 

Mr. Jounson. I think—— 

Mr. Doyte. That sort of a result? 

Mr. Jounson. I think this is a very, very serious matter; and I can 
see where you can do irreparable harm if this bill is not properly 
framed. 

Mr. Dorie. Now, may I ask you just a couple of more questions ? 

Our President laid down three fatore T believe, as I recall it, that 
he recommended or stated as fundamental requirements, as we con- 
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sider disposal. One of those was to protect the national interest or 
national defense; the other was free competitive enterprise; and the 
third one was that the taxpayers get back a fair price or fair return 
on their millions of dollars of money. Why wouldn’t it weaken our 
national defense if these plants were now sold to private industry, if 
that isa fair way to ask you that question, and I think it is? 

Mr. Jounson. Well, personally, I think it would strengthen our 
national security, for this reason: There has been very little develop- 
ment as far as Government is concerned for some little time in im- 
proving facilities we already have and adding new facilities. 

When the Government disposes of these facilities to private enter- 
prise, then the incentive, which we all know in America is so great in 
rt ge where there is real competition, will be such that the na- 
tional security within a very short time will be in ever so much 
stronger hands because it stands to reason that, if we have an emer- 
gency, all that you fellows down in Washington have to do is to tell 
all of us what you want us to do. 

Now, during World War II we were large manufacturers of rubber 
soles and heels. We couldn’t get any rubber, not a bit of rubber, not 
an ounce of rubber, under restrictions. 

What did we do? We found that we could take old tires and all 
the miscellaneous types of rubber and make pretty damn good soles 
and heels, at least good enough to see the consumers through about 3 
or 4 years. 

You see, in private industry the motive is so strong to make im- 
provements over old methods. That is what has built America, made 
America great, and it will in the synthetic rubber. 

Mr. Doyte. Calling your attention to page 5, the last 4 lines of 
the first paragraph, you there oe 4 lines of the report prepared 
for RFC by Mr. Yohalem, I believe, and whom you complimented. 
I think we feel he deserves the compliment. But then you go on and 
add a paragraph of your own and emphasize his statement in the 
RFC report that the small rubber consumers must be protected against 
the dangers which would result should the majors wholly dominate 
the field of synthetic-rubber supply. 

Now, again, may I just ask you to give this for the record, because 
I know we will be asked that question and our colleagues who haven’t 
had the benefit of hearing Maa witnesses will naturally ask: “If 
free enterprise in itself will result in strengthening private industry 
in our Nation under the free competitive system, why are you worried 
about whether or not the majors purchase all of these facilities? 

Mr. Jounson. Well, Mr. Doyle, didn’t we really cover that in the 
other point? 

Mr. Doyte. I think you did ina sense. But all you gentlemen, as 
successful as you are in our free-competitive-enterprise system, all of 
you see to stress the fear of what will result if the largest rubber 
companies or the majors should purchase all of these plants. 

Mr. Jounson. Because we have had much experience over the past 
few years. We know pretty well. That is what I meant when I got 
up first and spoke about the shoe industry. The shoe industry is 
really honestly competitive. I wonder if the rubber industry is. 

Mr. Dorie. Well—— 

Mr. Jounson. I don’t know. I am not making any accusations. 
You fellows know a lot more about it than I do. But I do know 
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something about the shoe industry and our competitive—the competi- 
tive way of business getting along. 

Mr. Doyix. Well, if you wonder whether or not the rubber industry 
is now competitive, in your off-the-cuff statement, I can readily under- 
stand why vou incorporate these last four lines in the RFC report. 

Mr. Coir. Certainly, if one of the productive resources of any par- 
ticular segment of our economy is concentrated in the hands of 3 or 4 
or 5 companies, that does tend to destroy free competitive enterprise. 

Mr. Jounson. Yes, sir. 

Mr. Corn. It is in that direction. 

Mr. Jounson. Yes, sir. 

Mr. Dorie. I am glad Mr. Cole made that remark because the pur- 
ose of my questioning of you, Mr. Johnson, I think fundamental] 
is to settle in my own mind, based upon evidence and testimony whic 
we have had and which you are giving us and others will give us no 
doubt, the extent to which government, if at all, should have any con- 
trol on this production after the disposal of the plants. 

Naturally, we all want to get out—we want to get government out 
of private industry as rapidly as may be. I feel that way. But I still 
do feel that, from the testimony of you gentlemen, there may be an 
area where government should stay, because by and large most of you 
express a tone of fear in the event what may happen to competitive 
enterprise if these plants were disposed of to just a few. 

Mr. Jounson. Well, that is understandable. 

_ Dorie. Well, then, would you say government should get en- 
tirely 

Mr. Sraver. [’'m sorry; the House is ‘n session. The committee 
will recess until 2 o’clock this afternoon. 

Mr. Jounson. Mr. Doyle, may I be excused from any further ques- 
tioning 

Mr. Doytx. I think so; yes. 

Mr. Suarer. I think so. I think you can be excused. 

Mr. Buanprorp. Mr. Chairman, I would like to have permission 
to insert in the record a reply to the question Mr. Johnson raised 
with respect to my statement concerning a discrepancy between my 
testimony and the bill. 

(Whereupon, at 12:05 p. m., a recess was taken, to reconvene at 
2 p. m. of the same day.) 
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Mr. Suarer. The committee will come to order. 

Mr. Blandford wants to make a statement. 

Mr. Buanprorp. In Mr. Johnson’s statement, Mr. Chairman, there 
was some comment to the effect that my explanation and the bill were 
inconsistent, which doesn’t surprise me. But I think in this particular 
instance that the interpretation to be placed upon section 9 (a) (38) 
and whether or not the plants would be sold to the highest bidder are 
not inconsistent. Section 9 (a) (3) requires the Commission to submit 
a report to the Congress and, among other things, requires the report 
to set forth, in the event that there may have been @ Rnvancially more 
advantageous bid for any rubber-producing facility than the sale 
recommended, a statement of the reasons why such sale is proposed. 
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It is conceivable, of course, that a high bidder would not be a bona 
fide bidder and it may be quite possible for someone to submit a bid 
which would be a high bid but not a bona fide bid. That might not be 
disclosed until the latter part of the negotiations and at that point 
the Commission might deal with the second highest bidder as the high- 
est bona fide bid submitted for the facility. 

In that case it would be the duty of the Commission to advise the 
Congress that the facility was sold or the contract was made subject 
to the approval of Congress, with the second highest bidder, and not 
with the highest bid submitted, even though the high bid would have 
been more advantageous financially to the Government. For that 
reason I don’t think it is inconsistent. I think that the bill remains 
as it is, and that is that it is the intent of the bill that, all things being 
equal, the plants and facilities will be sold to the highest bidder, sub- 
ject, of course, to any of the variety of reasons that the Commission 
may find for not dealing with the high bidder. 

The high bid submitted is intended to establish the basis for negotia- 
tion and does not necessarily mean that the plant must be sold to the 
highest bidder, because it would be conceivable that the highest bid- 
der might be the highest bidder on 6 or 8 plants and we might not 
want to negotiate with that person. 

Nevertheless, the value that anyone places upon a plant, if it is a 
bona fide bid, must be accepted, 1 would presume, as a bona fire bid 
and what a willing purchaser would give a willing seller. 

I wanted to clarify that for the purpose of the record. 

Mr. Suarer. Very well. 

The first witness this afternoon wil! be Mr. Buckmaster, United 
Rubber Workers of America, CIO. 

Mr. Owens. Mr. Chairman, my name is Thomas R. Owens. I am 
the Washington representative of the rubber workers. Unfortunately, 
Mr. Buckmaster couldn’t get here today because of negotiations of 
contracts. He has sent his representative, Mr. Ginsburg, who is di- 
rector of research of the rubber workers organization to present this 
statement. 

Lg Suarer. Mr. Ginsburg, will you identify yourself for the ree- 
or 

Mr. Ginspure. My name is Woodrow Ginsburg. I am research 
director of the United Rubber Workers Union. I am here to present 
the following statement of Mr. L. S. Buckmaster, president of the 
union. 

Mr. Branprorp. Initials again, please. 

Mr. Grnspure. W. L. 

I would first like to express my appreciation to this committee for 
the opportunity of presenting our observations on the matter of trans- 
fer of those synthetic rubber facilities now controlled by the Federal 
‘Government to private ownership. 

The United Rubber Workers Union represents approximately 200,- 
000 men and women in the United States and Canada. Our union is 
the bargaining agent in some 300 plants in the rubber, cork, floor cov- 
ering, and plastics industries. 

The great majority of these people have a profound interest in the 
outcome of any legislation that will transfer these facilities and in 
the subsequent operation of the plants. A large number of them have 
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suffered because of short workdays and short workweeks in addition 
fe periods of layoff in the past because of inadequate supplies of rub- 


r. 
If the synthetic plants are to be sold to private industry, we feel 
strongly that certain safeguards should be incorporated in the dis- 
posal legislation. 

These safeguards are: (1) the protection of national security; (2) 
the realization by the Government of the full fair value of the facili- 
ties; (3) the protection of small rubber producers from discriminatory 
competitive practices, and (4) the preclusion of the formation of any 
monopolistic combinations by the companies purchasing the facili- 
ties. 
I believe the disposal plan outlined in the report of the Reconstruc- 
tion Finance Corporation to the President, Program for Disposal 
to Private Industry of Government-owned Rubber Producing Facili- 
ties, dated March 1, 1953, is basically a reasonable program in the 
sense that I have defined above. H. R. 5425, to the extent that it 
follows the recommendations of this report, is also a reasonable pro- 
gram. This measure embodies much of the basic thinking that went 
into the RFC report. 

Omitting reference to my reaction on those aspects in H. R. 5425 
with which I am in complete agreement, I would like to set forth for 
the consideration of the committee my opinion on those points which, 
although covered in the bill, appear to offer very little definitive 
protection in terms of the criteria outlined herein. 

Therefore, I offer the following suggestions in the hope that they 
oar be of some assistance to the committee in drafting disposal legis- 

ation. 

In discussing the national security aspects of private ownership of 
the synthetic producing facilities, reliance is placed on two factors 
which it is hoped will satisfy security requirements. 

These are ( 1) that synthetic rubber can compete successfully with 
natural rubber pricewise, and theerfore high levels of synthetic rub- 
ber production are assured. This, it is felt, would provide an ade- 
quate supply of synthetic in the event natural rubber sources are cut 
off from this country; (2) the forecast of the “President’s Materials 
Policy Commission” that rubser consumption here and throughout 
the world will increase sufficiently over the coming 22 years to the 
extent that full usage of present facilities will be necessary in order 
to meet the expected high demand. 

We feel these factors are likely to prevail and will tend to assure 
high levels of synthetic rubber output. Nevertheless, as an additional 
precaution in executing the contracts of sale, it is our opinion that sec- 
tion 7-h of H. R. 5425 should include a specific clause requiring the 
purchaser to maintain in sound repair and good working order capac- 
ity equal to at least that amount being produced at the time of sale 
With the industry’s current level of operations, this would mean a 
figure close to maximum capacity. 

On the second criterion I have mentioned, i. e., that the American 
public receive the full, fair price of the facilities, I would merely like 
to reassert the position taken in the RFC plan that anything less than 
the economic value of the facilities would constitute a subsidy by the 
people to those few who acquire the plants. 
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As reported in the plan, the total unrecovered cost to the American 

ople of the synthetic rubber facilities as of December 31, 1952, was 
$1464 million. H. R. 5425 provides in section 9, paragraph 7B, that 
Congress may disapprove of final disposal of the plants. It is my 
hope that Congress will consider carefully the sale price before per- 
mitting disposal. 

I might mention parenthetically, that I have been quite disturbed 
by reports that the facilities be sold for a figure far less than their 
true value. Should this “bargain” philosophy prevail, a direct gift 
of many millions will have been made by the American taxpayers to 
the few corporations large enough to purchase the facilities. 

Accepting any figure as far from the value of the plants as has been 
mentioned in press reports would be a scandalous squandering of pub- 
lic funds. I firmly believe that if the various companies are unwill- 
ing or unable to purchase the facilities at their true value, sale should 
not be consummated. 

Another important consideration should be the possible future entry 
-_ re production of companies not involved in the proposed 

isposal. 

if the many estimates of demand for synthetic rubber prove to be 
accurate, new plants will have to be built. New capital will not enter 
the field if faced by competitors who have purchased their facilities 
at a price below their true value. 

With respect to my other points, that smaller rubber manufac- 
turers be protected from discriminatory practices by the buyers of the 
synthetic facilities, and that the formation of any monopolistic com- 
binations be precluded in the disposal legislation, I would like to re- 
affirm and amplify the stand taken in section 7, paragraph G of H. R. 
5425. 

That paragraph provides: 

The Commission shall, after consultation with and upon the advice of the 
Attorney General, determine the sale which will best provide for fair and effec- 
tive competition in the production and marketing of synthetic rubber and its 
component materials. 

As is well known, the rubber-fabricating industry today is domi- 
nated by four major companies. In the disposal of the synthetic 

lants, special care should be exercised by the Commission and the 

ongress so as not to increase this already overwhelming dominance 
by these four rubber companies. 

Similarly, no company in other industries like oil or chemical should 
be permitted to purchase that amount of capacity in any segment 
of the synthetic industry which would enable it to dominate and pos- 
sibly control supply and/or price of the output of that segment. 

Failure to follow this criterion would violate the spirit and intent 
of the above-quoted paragraph. It would place the small rubber 
fabricator at a severe competitive disadvantage and might even cause 
his withdrawal from the industry. 

In addition, since the onus of responsibility for the surveillance of 
the pattern of competition that is evolved by the sale will lie entirely 
upon the regulatory agencies of the executive branch of the United 
States Government, it would be advisable for Congress to check care- 
fully the record of these various agencies in maintaining a truly 
competitive synthetic-rubber industry. 
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One further point in H. R. 5425, which in my opinion should be 
amended occurs in section 8 of that bill. In this section, the measure 
sets forth a provision which states that “no such facility shall be 
disposed of by sale within a period of 2 years from the termination 
of the transfer period * * *,.” 

It is my opinion this waiting period should be increased to 3 years, 
since it is entirely possible some firms would be willing to wait 2 
years before submitting indications of interest, a competitive bid, or 
whatever procedure is set up at the time of the second sale, in the 
hope that a bargain could be secured. 

If the extended period were to be inserted in the law, the majority 
of these firms would be unwilling to wait a full 3 years, since it might 
conceivably place them in a disadvantageous position in terms of 
research, original contracts for disposal of their synthetic product, 
and so forth. 

It is the sincere hope of those of us in the Rubber Workers Union 
that if the transfer from the Government to private ownership is to 
take place, it be accomplished with a minimum of dislocation and with 
a governing policy which will insure national security, fairness to 
the taxpayers, small producers, and to the purchasing companies as 
well as the average American consumer of finished rubber goods. 

Mr. Suarer. Thank you, Mr. Ginsburg. I don’t believe the com- 
mittee can argue greatly with you, in that statement. It is a very 
good statement. 

One reason I would like to point out as to why we believe that there 
should be prompt negotiations is because of the employment situa- 
tion in the rubber business. We believe that those employed in the 
rubber plants should know as soon as possible whether or not they are 
going to continue on their jobs, and so forth. 

In fact, right at the time that these hearings are being held, there 
is considerable discontent in the employment situation and that is 
as I say, one of the reasons why we believe that these negotiations can 
be conducted and the commission discharged within a period of 1 
year. Of course, if it can’t be, we can extend the time under the 
terms of this bill. But you believe, do you, that there should be a 
congressional review / 

Mr. Grinspure. Yes; we do feel there should be a congressional 
review. 

Mr. Suarer. You are highly in support of that. 

Do you have any idée-cof course, I am asking you to speak for 
Mr. Buckmaster now—that there should be any hires made in that 
provision creating the commission, whether we should turn this over to 
a Federal agency or. 

Mr. Ginspure. We didn’t have any strong—— 

Mr. Suarer. Or agencies 

Mr. Grnssure. No; we didn’t feel that that was crucial. What we 
did feel was crucial was that the final disposal plan be submitted for 
review to Congress, in view of the many criteria that were set up in 
the bill, and that Congress either approve or disapprove of the action 
of the commission in terms of those criteria. 

= Smarae, And does your organization feel that now is the time 
to do it? 

Mr. Grxsnurc. Well, we feel that the demand for synthetic rub- 
her and the various factors in terms of the total demand for rubber 
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throughout the world make now a propitious time for the Govern- 
ment getting out of the industry, under these terms. 

Mr. Suarer. Thank you very much. 

Mr. Doyle, do you have any questions? 

Mr. Dorie. What about the factor of the national defense and our 
national security? Do you know what the attitude of your splendid 
organization is on that point, whether or not there would be any 
lessening, the possibility of lessening the cement of our national 
security if these rubber industries were in private hands, rather than 
under Government control 

Mr. Ginspure. No. We feel that if a minimum of 400,000 tons of 
synthetic rubber production are sold, and in fact, we feel that some- 
what larger than that amount actually will be sold, that the com- 
panies which do purchase those facilities will make real attempts to 
increase production in those facilities, in view of the seemingly well- 
agreed upon fact that there will be the demand for these synthetic 
rubber gods—synthetic rubber, period. 

Therefore, we expect there not to be a fall-off in actual synthetic 
output when the plants are turned over to private industry, but as a 
matter of fact, we really think there might be some step-up in produc- 
tion output. 

Mr. Doy.e. I notice on page 5, paragraph 3, of your statement, 
which, by the way, I want to join with the chairman in commenting 
that, to me, is it very helpful indeed, your analysis, and I compliment 
you on it. 

Mr. Gryspure. Thank you, sir. 

Mr. Dorie. But in paragraph 3, on page 5, I am not sure from 
that just what you have in mind, wherein you say— 

It would be advisable for Congress to check carefully the record of these various 
agencies in maintaining a truly competitive synthetic industry. 

You refer there to the executive branch of the Government. What 
do you have in mind? What do you mean by that? 

Mr. Grinspurc. Well, we simply mean this: First, let me say that we 
expect when these plants are disposed of, that the United States Gov- 
ernment, in line with its stated position many times, will do all it can 
to improve and increase competition within the industry. Since the 
Government today owns the entire synthetic industry, we feel there is 
something of an obligation in turning it over to private industry, that 
an attempt be made at least initially to ensure that as many different 
companies can get into the field as posible, and that the 4 major com- 
panies in rubber and that 1 or 2 major other companies in either oil 
or chemical don’t control any one segment of the industry to such an 
extent that could work a real hardship. 

But after that initial sale has been made, we feel quite confident 
that some of the companies which purchase—it may be Goodrich or 
Goodyear or Firestone or whichever one does—will likely go ahead 
and expand further. 

Now, the only thing we are suggesting is that the Antitrust Division 
of the Justice Department and other agencies of the Government 
which try to maintain competition see to it that in the future some 
pattern of real competition 1s maintained in the industry. 

Mr. Doyte. Calling your attention to your suggested recommenda- 
tion that the material be increased from 2 years to 3 years, it is not 
26066—53—No. 25——-11 
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clear from your statement to me just how much you are really urging 
that asa must. Do you consider it in that category ? 

Mr. Ginssurc. Well, frankly, we like to see as much of the present 
facilities as possible be taken over by private industry and operated 
full blast as quickly as possible. We think that anything that will 
contribute to more of the present facilities being sold and, therefore, 
being operated so that we will be assured of high levels of synthetic 
output should be done. 

Now we noticed, I think, originally the RFC program suggested 
that at the end of 1 year facilities which were not sold then be put 
up, and we notice in H. R. 5425 it is at the end of 2 years. 

Now, evidently, as we understand it, that is to provide an addi- 
tional incentive for companies which are really serious about getting 
into the synthetic rubber to get in now on the ground floor, where 
they all have equal advantage of the research that has been done, 
and not be left behind the parade in the future. 

We think adding 1 more year—it may not be crucial, as you say, but 
will just be one more incentive for a company today to move into 
synthetic production so that should one make up its mind 3 years 
later it might find it just a little too far behind in terms of the research 
and other developments that have taken place in the industry. 

Mr. Doyte. I note on page 3 of your statement you recommend 
that there should be a specific clause inserted in the bill requiring the 
purchaser to maintain in sound repair and good working order ca- 

acity equal at least to that which is presently produced or would 
be produced at the time of the sale. What basically is behind that 
suggestion ¢ 
r. Grnspure. Well, I think that is part of the national security 
aspect that we like to emphasize, that the Government will maintain 
whichever plants are not sold in good working order and repair and 
standby condition. 

We think it would be a mistake, for example, for one company to 
buy a large plant, let’s say capable of producing 80,000 or 90,000 tons 
of synthetic, and then for a variety of reasons allow a good portion of 
that facility to deteriorate. : 

We think that would be definitely counter to the national interest. 
We don’t think it will be done, in view of all the technical aspects 
of synthetic production. But we do think that this industry is vital 
enough to the whole national defense and the national security of our 
Nation so that we should assure ourselves that any purchaser be really 
serious about the output of synthetic rubber and any purchaser main- 
tain in good working order any of the facilities i has purchased. 

Mr. Branprorp. May I interpose there for a moment, Mr. Doyle? 

Mr. Doyte. Yes, sir. 

Mr. Buanprorp. Isn’t that assumed from the bill itself, Mr. Gins- 
burg? How otherwise would you assure the prompt availability of 
the rubber-producing facilities for the production of synthetic rub- 
ber and the component materials thereof in the event of a war or 
national emergency hereafter declared by the Congress? 

Mr. Gryssurc. Which section of the bill are you referring to? 

Mr. Buanprorp. Section 7 (h), the one you referred to. 

Mr. Grnssurc. Oh, I see what you mean. Well, if you people 
feel that it is in there strongly enough. 
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Mr. Bianprorp. I mean—— 

Mr. Grnspure. Yes. 

Mr. Bianprorp. The difficulty is that you could spell out all of 
these things that many of the witnesses have testified to here and 
pretty soon you would have a text comparable to the size of the 
United States Code. “Terms, conditions, restrictions and reserva- 
tions” seem to be broad enough to include practically everything, I 
would assume. And I think the language “will assure the prompt 
availability” is sufficient unto itself to guarantee that there will be— 
first of all there won't be a conversion to some other use, or if it is 
converted, that it can be reconverted in a very short period of time, 
and likewise that no one is going to allow something to deteriorate, 
because then it would not be promptly available. I don’t think you 
need have any fear about that. 

Mr. Dorrie. I note Mr. Buckmaster didn’t—that he made no com- 
ment with reference to whether or not the Military Establishment 
might or might not need the existence of any sort of a pilot plant; the 
continued existence, that is, in connection with military's research par- 
ticularly. Are you acquainted with his opinion on that subject? 

Mr. Ginspure. As far as I know, we didn’t discuss that particular 
aspect of it. I think it would fall under the general category of his 
attitude toward Government research, and that would be if the Gov- 
ernment is getting out of the synthetic rubber industry it should get 
out of the research end of it, too. 

Now, if the military felt there was some special research work that 
should go on in regard to certain synthetic types, that it paritcularly 
needs, I am sure that would be handled through the normal Defense 
Department techniques for getting research done along those lines. 

I don’t think that it would necessarily require that the Govern- 
ment itself maintain any kind of pilot operation. 

Mr. Doyix. Thank you very much. 

Mr. SHarer. Any questions? 

Mr. Bennerr. I would just like to ask: Does the United Rubber 
Workers of America, C1O, favor disposing of these plants to private 
industry ¢ 

Mr. Grnssurc. Well, let me put it this way: We feel that the 
plants will be disposed of and that we have no objection to their dis- 
posal at the present time, in view of all the factors attendant upon the 
synthetic rubber output, and we would merely like to reassert what we 
put in our statement as to the manner in which that disposal should be 
made. 

Mr. Bennerr. But you do not wish to be on record one way or the 
other as to whether they should be disposed of; is that correct ? 

Mr. Grnspurc. Well, let me put it this way: Had this bill not been 
introduced, we would not have come urging that they be disposed of 
assuch. It would just depend upon the manner in which the Govern- 
ment was administering the program, whether they were increasing 
synthetic output. The basic problem we are confronted with and 
have been confronted with in the past, is to see to it that there are 
adequate supplies of both synthetic and natural rubber available, so 
the 200,000 members we represent in these many plants throughout the 
country, have work available for them and are not denied work merely 
because of the lack of material. 
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Now we have run into that in the past. We would like to see syn- 
thetic output increased, frankly, at we feel that turning it over to 
the private plants at this time, in view of all the factors, may be a 
method of increasing synthetic production faster than maintaining it 
as a Government-owned operation. So I guess you could say we are 
in a sense in favor of it. 

Mr. Bennett. Only one other question I would like to ask you, and 
that is: In arriving at the conclusions which have been stated here 
this afternoon, how did the organization which you represent crystal- 
lize those positions and arrive at these conclusions for the purpose of 
presenting them to this committee ? 

Mr. Ginspurc. Well, it was simply in a sense a synthesis of the 
many Viewpoints we have gotten over the past years from members of 
our union at various plants. For example, in early 1950, we sent a 
number of delegations to the RFC, to Senator Lyndon B. Johnson’s 
committee, and to the Defense Department when there was a real 
shortage of rubber supplies, and the problems presented by our mem- 
bers at that time was that the company had the orders, the company 
had the work, but the work couldn't be done, and many of the plants 
were operating on a part-time basis. 

So as those sentiments are channelized to our headquarters, we 
have gotten repeated requests to do what we could to see to it that 
output was increased in the synthetic industry. 

Mr. Bennett. They don’t vote on a question like this? 

Mr. Ginspure. No; this is not a voted question. 

Mr. Buanprorp. Mr. Chairman—— 

Mr. Doyiz. May I just add this one question there. As I under- 
stand it, you are the Director of Research ? 

Mr. Grinssure. That is right, sir. 

= Dorie. Here at Washington. A full-time representative, are 

ou? 
7 Mr. Ginspurc. Well, I operate out of the Akron office. Our head- 
quarters are in Akron. 

Mr. Dore. Now, further supplementing my colleague, my distin- 
guished colleague, Mr. Bennett, from Florida, in his question, I refer 
you to paragraph 3 on page 1 of your statement. Am I in error? 

oesn’t that, in fact, set forth your basic reasoning as to why you 
raise no objection to this sale? In other words, there has been at times 
an inadequate supply of rubber which has meant layoffs? 

Mr. That is correct. 

Mr. Doyte. And loss of workdays? 

Mr. Grnspure. That is correct. 

Mr. Doyie. And short workweeks? 

Mr. Ginssurc. That is correct. 

Mr. Doy.e. For the workers in that industry ? 

Mr. Ginspure. Yes. 

Mr. Doyte. Whom your organization represents? 

Mr. Grnspure. Yes. 

Mr. Doyte. And I take it from this statement, as contained in para- 
graph 3, and throughout your statement, that you feel, under all the 
factors involved, that you can reasonably expect less shortage of sup- 
ply, less shortage or less short workdays and fewer short weeks, if this 
sale is consummated at this time; is that correct ? 
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Mr. Gryssure. That is correct. We would certainly hope that pri- 
vate industry would continue the high levels of synthetic production 
and even increase them. 

Mr. Suarer. Well, the fact that you did have difficulties in days 
gone by—the shortage of rubber was the Government’s responsibility, 
wasn’t it ? 

Mr. Grinspure. That is correct. 

Mr. Suarer. They are the ones that closed the plants; that is, the 
RFC closed the plants and put them in standby when they should not 
have been put in standby. They didn’t realize themselves that there 
was such a demand for synthetic rubber. Isn’t that true? 

Mr. Ginssure. Well, there were many factors contributing in that, 
and that certainly was one of them. 

Mr. Suarer. That is what I mean. Well, thank you very much. 

Mr. Bianprorp. Mr. Chairman, I have two questions. 

Mr. Suarer. Mr. Blandford. 

Mr. Bianprorp. Given the choice, Mr. Ginsburg, of disposal to pri- 
vate industry or the Government expanding present facilities and 
building new plants and going all out in the production of synthetic 
ee making it a business of Government, which would you 
vrefer ? 

: Mr. Grnspurc. Well, we would think it would be more sensible 
under the existing situation to dispose of the plants to the synthetic— 
to private companies and let them go ahead in the synthetic business. 

r. BLanprorp. In other words, you endorse that part of the RFC 
disposal report which indicates that there will be an expansion of 
present facilities? 

Mr. Ginspurc. Yes; we hope so and expect so, 

Mr. Bianprorp. And, therefore, if it comes to a question of dis- 
posal versus Government operation, you there are in favor of private 
operation ¢ 

Mr. Grxssure. That is right. 

Mr. Buanprorp. And, therefore, you would recommend now dis- 
posal to private industry ¢ 

Mr. Ginspurea. Yes, sir. 

Mr. Buanprorp. That is correct? 

Mr. Grnspura. Yes, sir. 

Mr. Bianprorp. You make one statement here which intrigues me 
because I would like to know myself where these statements are 
coming from. You said you have been quite disturbed that the 
facilities will be sold for a figure far less than their true value. I 
don’t want to embarrass you by asking you for definite statements 
that you have seen or anyone who has made such a statement, but it 
intrigues me as to where this comment is coming from that this is 
going to be a give-away program. 

Just what are you referring to? 

Mr. Ginssurc. Well, it would seem to me that there really isn’t any 
single price that has as yet been determined as a true, fair price for 
these facilities. It seems to me that the engineering consulting 
firms that have been hired to determine the value of these plants, in 
view of the existing market and demand, are perhaps the only ones 
who have come up with any real figures. 

Therefore, we feel it is a mistake for press or previous witnesses to 
talk about a 250 million or a 300 million industry, in a sense shooting 
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in the dark on it, unless some concrete figures have been out by the 
RFC, and we haven’t seen them yet, as to what this technical engineer- 
ing outfit that they employed has determined to be the true and fair 
Fae we think it is a mistake for any set figure to be thrown out as 
a true and fair value of the industry. 

Mr. Bianprorp. Well, I might add that we haven’t seen the RFC 
report, either, insofar as the Parsons’ report is concerned. But you 
do mention $446 million, which was contained in the RFC disposal 
report, as the unrecovered cost. Now that, of course, can be debated 
for the next 6 months and probably no one’s mind would be changed. 

It was debated at length in Copenhagen, Denmark, and particularly 
with respect to the $200 million operating deficit. But 1 would like 
to know from whence come the statements that these plants will be 
sold at far less than their true value. a te 

Mr. Ginspure. Well, I would merely say this, that in publications 
like Business Week and the New York Times, there is frequent refer- 
ence to the $250 million or $300 million synthetic rubber industry. 
Now, we just wonder if somebody isn’t just hoping, with that kind of 
setting a ceiling figure, to, in a sense, devaluate 

Mr. Bianprorp. What, in your opinion, is the true value of these 

lants ? 
7. Mr. Ginspurc. We do not have a figure on that and we would simply 
say that the engineering consulting firms which are involved in this 
should be the ones to determine it and it should not be determined— 
it shouldn’t be predetermined. 

Mr. Bianprorp. That is the whole point, Mr. Ginsburg. How can 
an engineering firm decide the value of these plants? Isn’t it what 
a willing purchaser is going to pay a willing seller? Isn’t a plant 
worth exactly what ple are willing to offer for it? How much 
is the Capitol sat. 

Mr. Ginssurc. Well, I think there are a number of criteria that 
the engineering firm used when it went in to, in a sense, establish a 
value on those plants. 

Mr. Buanprorp. One thing they did not take into consideration 
was location. Do you think that should be considered ? 

Mr. Ginspurc. Well, frankly, I don’t feel competent enough to set 
a me figure on any of the plants. 

r. Buanprorp. Well, that is my point, Mr. Ginsburg. You take— 
I am not arguing with you, but you say you have been disturbed by 
reports that the facilities will be sold for a figure far less than their 
true value. If you don’t know what their true value is, how can you 
be disturbed by a figure that is far less than their true value? 

Mr. Grnssurc. Well, I would simply say that the $446 million, in 
a sense, to us, is as realistic a figure as the $300 million. Now perhaps 
neither one of them is realistic. 

Mr. Buanprorp. Now, we are narrowing it down. Then if it were 
somewhere between $300 million and $446 million, you would feel 
less disturbed ? 

Mr. Grnssurc. Well, I would feel least disturbed if no one talked 
about any figure on this until the actual reports were in and the 
actual bids were in, in view of the whole situation. 

Mr. Bianprorv. And then you would decide at that point, regard- 
less of what the engineers’ estimate was, that that was either a low 
figure or a high figure, and you would have no more to base it upon 
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than you had before, except the fact that you had people who bid on 
the plants. Because this plant is only worth to a person what he 
can make use of it for, that is all it is worth. A copolymer plant 
without a butadiene source is worth about as much as a left shoe with- 
out a right shoe. I agree with you that it is really a little bit silly 
to talk about figures. But I also say it is a little silly to talk about 
figures that are far less than true value, because the only time we 
are going to find out what the true value of these plants is, is when 
the bids are opened and we decide to award the contract. 

That is my only point. Do you agree with me? 

Mr. Grnssure. Well, not completely, but I don’t think we can get 
a resolving of the difference here. I would simply say on it that there 
has been a substantial amount of money put into these plants by the 
Government, which is a recognizable dollar-and-cents figure. It 
would also seem to me to be a mistake to allow a private industry to 
take over these plants at a figure that in no way is related to the actual 
dollars and cents that have been put into these plants. 

Mr. Buanprorp. Well 

Mr. GrnspurcG. It may be that there is no one who wants to put up 
even $5 million for all the plants. Now, if that is all a willing buyer 
wants to offer, then I certainly say it would be a mistake to sell the 
plants for $5 million. 

Mr. Bianprorp. Well, then, I would assume that you are recom- 
mending an upset price ? 

Mr. Grxssure. I am not familiar with your term. 

Mr. Bianprorp. Well, you are recommending that we place a tag 
on each plant and say: “This plant is worth 510 million. We will 
now take bids on it. We don’t even consider a bid under $10 million. 
We will consider all bids over $10 million.” 

Ts that, in effect, what you are saying? 

Mr. Grnssurc. No. Again, I will have to plead a lack of any tech- 
nical knowledge a sto the exact accounting of the RFC synthetic facili- 
ties. But I still would say, just speaking for the organization in 
terms of the protection of the taxpayer, that it would be a mistake 
to not attempt to get the fullest fair value for the plants, however 
that is determined. Now 

Mr. Bianprorp. Well, fine. Now let’s put it this way: Would you 
say that we got full value for our aluminum plants that were sold? 

Mr. Ginspure. I am not acquainted with that situation, sir. 

Mr. Bianprorp. Well—— 

Mr. Ginspurc. Well, I am sure there have been disposals in the past 
of various facilities to different industries. Now, the only thing we 
are urging here is that as close a figure as what reasonable men would 
agree is a fair value of those plants is arrived at. I mean 

Mr. Bianprorp. Now we are on common ground. And what a 
reasonable man thinks is what a willing purchaser—I am using now 
the Federal law on condemnation proceedings—what a willing pur- 
chaser will give a willing buyer—what a willing seller will sell to a 
willing buyer. 

Isn’t that reasonabe? 

Mr. Gryspure. That is right, and I would say this, if Congress, in 
reviewing the whole disposal, feels that that price in its own judgment 
for some reason is less than in their opinion or judgment the whole 
industry is worth, then Congress will disapprove the sale. 
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Mr. Buanprorp. That will logically follow. 

Mr. Buanprorp. The reason I am making a point of this is that 
price is going to rear its head from here on out, obviously, and if the 
return to the taxpayer is $500 million on the sale of these plants, there 
is always going to be somebody to say, “We put $750 million in these 
plants, so, therefore, we ought to get $750 million back.” 

If the price return is $100 million, you are going to have somebody 
else making the same argument. No matter what the price that finally 
is agreed upon, there is going to be somebody who is going to say, 
“The price isn’t high enough. They are worth more.” So no one 
is ever going to be happy with the price that will be received for these 
plants. But if we can agree, here, because you speak for a great or- 
ganization—if we agree that reasonable men can agree upon a price 
and that that price might be based upon what a willing purchaser 
will give a willing seller, then I think that we are in complete accord. 
Are we in agreement with that ? 

Mr. Ginspura. Yes; with the proviso that Congress can review it, 
which is in the bill. 

Mr. Buanprorp. That is in the bill anyway. 

Mr. Grinspure. Yes; that is all right. 

Mr. Bianprorp. I have no further questions. 

Mr. Suarer. Thank you very much. 

Mr. Ginspure. Thank you. 

Mr. Suarer. Mr. A. L. Freedlander, Copolymer Corp. 

Mr. Freedlander, we welcome you to the committee. 

Glad to see you here. We appreciate your coming. 

Mr. Freeptanper. Thank you. 

Mr. Suarer. Proceed with your prepared statement. 

Mr. Freeptanper. I am A. L. Freedlander, president of the Co- 
ae Corp., and also president of the Dayton Rubber Co., of 

ayton, Ohio, and I am testifying for the eight companies who repre- 
sent the medium-size tire companies that make up the Copolymer Corp. 

These companies are: Armstrong Rubber Co., of West Haven, 
Conn.; Armstrong Rubber Manufacturing Co., Des Moines, iowa; 
The Dayton Rubber Co., Dayton, Ohio; Gates Rubber Co., Denver, 
Colo.; L2e Rubber & Tire Corp., Conshohocken, Pa.; Mansfield 'Tire ¢: 
Rubber Co., Mansfield, Ohio; Sears, Roebuck & Co. (.Armstron z 
Rubber Co., Natchez, Miss.), Chicago. Ill.; and Seiberling Rubber 
Co., Akron, Ohio. . 

With your permission, I should like to describe the unusual setup 
of our operation. 

The Copolymer Corp. is unique and different in its corporate setup. 
Even before Pearl Harbor, when synthetic rubber was receiving Gov- 
ernment attention, rubber manufacturers—especially the smaller ones, 
whose combined rubber consumption and sales nevertheless form a 
very important segment of the rubber industry—were interested in 
what their position would be in the event American-made synthetic 
rubber became a reality. 

Obviously, it was of the utmost importance for every individual 
tire manufacturer to be sure that rubber, his major raw material and 
the lifeblood of his business, could be obtained in a free competitive 
market. After Pearl Harbor, at the request of the Government, a 
group of these companies was organized into the present corporation. 
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The corporation had one purpose, namely, to produce the best quality 
American-made rubber possible at the lowest possible price, so that 
each constituent might benefit by it in his end products with an ulti- 
mate advantage and saving to the American consumer. 

The neutral name “Copolymer” represents the rubber process of 
copolymerization being a combination of two chemicals or polymers. 
The corporation is extraordinary because each of the constituents is 
a competitor of the others. All constituents have equal participation. 
Each one has its own class of stock and elects one director. No mem- 
ber is added or withdrawn unless approved by the Government. There 
are at present eight members. 

Copolymer was the first to put into operation in May 19435, the pres- 
ent Government type of dual-integrated plants, a plan which was fol- 
lowed later by all the other compaines. It was the first to put into 
commercial production in February 1948, the greatest advance in 
synthetic rubber, commonly called “cold rubber.” ;, 

In our group, no one asks, expects or receives one single advantage 
over another. ‘The director of any one of the constituent companies is 
qualified to be president. 

The policy of our company has been to invite further membership 
of any rubber company, on an equal basis with the rest of us, whose 
use of synthetic rubber is sufficient to have the same common objective. 

Now that synthetic rubber has become a reality and able, we believe, 
to stand on its own feet, we agree heartily with the purpose of this 
bill that the best interests of the country are served by the Government 
getting out of the synthetic-rubber business and letting our free enter- 
prise system prevail. We must hasten to add, however, that the Gov- 
ernment, through the Office of Synthetic Rubber, formerly the Office of 
Rubber Reserve, has done an extraordinarily excellent job, but it 
has accomplished its major purpose. 

The report published by the Reconstruction Finance Corporation, 
developed by Mr. Yohalem, on March 1, 1953, for a disposal program is 
very fine—in fact, the whole rubber industry through its industry 
committee have recommended it highly. We cannot conceive of this 
tremendous store of knowledge collected over the years by this agency 
not being utilized to the greatest possible extent in carrying out this 
complex undertaking. 

As a group of small companies comparatively, while we are willing 
to make some sacrifices, we do not feel that we should be asked to 
undergo undue hardships. The battle for existence of the smaller tire 
companies is a continuous one. For example, in 1912, there were 537 
tire and tube companies; in 1921, 328 going tire companies; and today 
there are less than 20. We do not believe that it serves the best inter- 
ests of our country that the big get bigger and the small go out of 
existence. We cannot afford to pay for or produce our vital raw 
material at a disadvantage in cost to our competitors. 

Now, with reference to your bill H. R. 5425, we believe you expect 
and want our corporation to candidly state our opinion. 

Since our industrial existence depends on rubber, the basic raw 
material, we are vitally concerned with its quality and uniformity. 
This leads us directly into the technical competence of those to whom 
the plants will be sold and how they are to be judged. The constituent 
members of the Copolymer Corp., as well as Candee of other rubber 


companies, will from time to time have to buy and use rubber from 


1140 


these synthetic-rubber operators. We have operated at Baton Rouge, 
La., a synthetic-rubber plant for the Government since May 1943, and 
therefore, are one of the oldest operators. We are proud of our con- 
sistent record of efficiency. We are the only rubber company that runs 
a combined operation, making both the finished rubber and the major 
raw material, butadiene. We have worked hard and many many 
worthwhile contributions for the benefit of all producers. 

We have attended hundreds of operators’ meetings, and, profitably 
to all we believe, participated in the discussions. Now, under the 
provisions in this bill you are treating us as strangers in this opera- 
tion and would have us throw away all of these years of synthetic- 
rubber manufacturing experience by submitting to a technical com- 
petence provision provided for under this three-man commission, 
comparing us with possible bidders whom the commission considers 
competent, 

In other words, the plants are to be sold, among other qualifica- 
tions, to the highest bidder whom the commission considers com- 
petent. How is this competency to be judged? Is there any better, 
surer way than those who have had a long synthetic-rubber manu- 
facturing experience? 

We submit that it would be to the best interests of all concerned 
that this be recognized in the method suggested herewith. 

We are also end-product manufacturers who have to use this rub- 
ber, and if a sities is made in this competence judgment, we will 
suffer if a poor material is turned out. We do not believe it could 
be caught soon enough, notwithstanding all possible tests, and that 
considerable of it will have gone through production. 

We know from our experience, as well as other rubber manufac- 
turers, the process problems and expense in our individual plants 
because of seemingly small changes in the synthetic-rubber manu- 
facture. We have our present synthetic-rubber quality by a slow 
process of many changes of cut and try over the years. 

It is normal in practical research of this character, we find, in 
private industry that if there are improvements of 2 percent or 3 

ercent or so per year, that is the most effective way of making a 

tter product. 

Once in a while a greater improvement is made, such as our com- 
mercializing cold rubber in 1948, and later cold rubber latex by a 
special process. 

We do not agree that just because large sums of money, millions 
of dollars, would be invested in these plants, it necessarily follows 
that this in itself would be the measure of competence in this highly 
technical operation. Further, just because a company may Sade 
technical competence, it does not mean that that can be related in a 
short space of time to the synthetic-rubber industry. This is not 
like taking over, say, a public-utility plant, such as for generating 
electric current. That we could understand under the definition that 
normally would be used for technical competence. This is a basic 
raw material made up of many operations and controls, carrying 
out an operation, the theory and practice of which even today is not 
too clearly understood, namely, polymerization. 

Therefore, we urge that the present operators be given preference 
and the opportunity to meet the highest bona fide bid. hile this 
may have some seeming disadvantages, yet, we maintain, it will 
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serve the American taxpayer best through the value in their end- 
product purchases, and in the long run save more money. 

We have discussed this feature first because we feel it is among the 
most important to both manufacturer and consumer. 

We think that the time for submitting bids in section 7 (a) is possi- 
bly too short and recommend consideration of a longer period. Groups 
of smaller companies, such as ours, who expect to bid on our facilities, 
have a great amount of complex engineering and feed stock study to 

o through, let alone financing problems, and a short time could make 
it difficult. 

We cannot afford to make a mistake, and in our particular plant 
at Baton Rouge, we do not even have a steam plant, and we also have 
major feed stock problems that require a large expense and time to 
evaluate the different possible methods. We are not as fortunate in 
this respect as many of the other plants in these particular problems. 
Further, the proportionate amount of investment for our company 
means much more to us than to larger companies. 

Under section 5 (d) a deposit for each facility up to $1 million we 
believe is too high, especially for smaller companies. We suggest 
$250,000 as the top for a deposit as compared to the $1 million in the 
bill. As pointed out before, even this suggested amount is on the high 
side, and since the $1 million figure was, as stated, to keep out specu- 
lators, we believe the method we suggested under the competency 
criteria to be better. 

Under section 5 (e) we respectfully suggest that small companies be 
given consideration as to the 10-year purchase money mortgage pay- 
ment maturity, and recommend 15 years. 

Under section 7 (g) we suggest that the bill spell out a criteria 
with reference to possible monopoly. We propose that no one pur- 
chaser could purchase more than certain percent of say, for example, 
butadiene facilities, and likewise only a certain percent of the copoly- 
mer facilities. 

We not that national security is stressed, and we agree that this is of 
the utmost importance. In this connection, we believe that this 
security can be further enhanced by a suitable cross-licensing arrange- 
ment with reasonable royalities, or some other method which would 
make posible for all the operators to have the advantage of the latest 
developments so that in time of emergency, the very best products 
would be immediately available. 

Surely, the recommendations that we are making here in order to 
make the disposal more acceptable to the smaller rubber companies 
is a small price to pay for the return of the free-enterprise system 
in this industry. The sacrifice on our part, we feel, is much greater 
in our battle for existence. 

While there are other points that might be questioned, as a whole 
we believe this bill in final form will, as has been stated by its author, 
be a solution to this complex problem of synthetic plant disposal. We 
commend all connected with it because it contains many excellent 
points. 

We appreciate and thank you for the privilege of presenting our 
views on this very important legislation. 

Mr. Suarer. Thank you, Mr. Freedlander. 

Mr. FRreeptanper. Now, there are some notes, if I may, that I would 


like to add. 
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Mr. Suarer. All right. 

Mr. Freepi.nper. Just comments. 

The Copolymer Corp. when it was started, going back into its 
neha Government said to us: “Here is 7 or 8 companies. How 
do we know, you banding together, can run a synthetic rubber plant. 
Therefore, we demand $1 million as a guaranty, signed by each of your 
constituent companies, for performance.” r 

And that has been in effect for many years. And then later it was 
changed to $500,000. So the Government did not come right out 
as far as our company was concerned, and say, “Here is a synthetic 
rubber plant.” 

That was not done with the larger companies, because they were 
well known, so to speak, and the Government felt that that was a 
good protection in this kind of an operation. 

Not that I am criticizing them, because we agree with them. We 
thought they ought to have some kind of protection. I am merely 
pointing out that it wasn’t necessarily easy for us to get into the 
synthetic rubber business. 

I also would like to state that we believe that a stockpile of 200,000 
tons, minimum, should be set up for this transition period. 

Now, there is a lot of talk that we have heard about shortages of 
synthetic rubber. We have testified before various committees, that 
is, members of the rubber industry, that part of these shortages is 
due to the fact that the Government as such does not run an operation 
of this kind the way a private manufacturer would run it. 

He, in turn, would have to see that he had X-day’s supplies sufficient 
to take care of his customers. 

One reason why the Government could not do it was because they 
never realized the extent of the synthetic-rubber industry as far as 
warehousing was concerned. 

We had no warehouse facilities. And just about the time they 
were getting around to thinking about them, then the matter in ques- 
tion came up as to whether the synthetic-rubber industry was going 
to stay in Government hands or not, so they did not feel, and we 
believe correctly, so, that they should go to that additional expense. 

And also, we believe and have testified many times that there is 
no disagreement in the industry that our emergency stockpile, aside 
from this stockpile I am just referring to, should contain at least 
200,000 tons of synthetic rubber. The reason given previously why 
that was never put in the emergency stockpile was because we had too 
many different types of synthetic rubber. 

What type would you choose? We have testified, and by that I 
mean raid ace of the rubber industry, that it has been sufficiently 
clarified, up to the last time it came around, as to the stability of 
the types, that that could be done very well. 

Now, I was connected with the Government right after Pearl Har- 
bor, as technical director of the rubber industry, and I know very 
well that 1 pound of synthetic rubber in time of emergency is as 
good as 1 pound of natural rubber. Also, the aging properties of the 
synthetic properties are excellent. We have 7 or 8 years of aging 
behind us. 

We also would like to suggest, and I did not put it in my statement, 
that where companies have to spend additional amounts to make their 
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facilities more practical and competiteve, that a faster tax amortiza- 
tion can be considered for those increases. 

Thank you. 

That completes my statement. 

Mr. Suarer. Any questions / 

Mr. Branprorp. Yes, sir. 

While I may not agree with you, Mr. Freedlander, at least your 
testimony was candid, believe me. To get to the minor things first, 
what is a dual-integrated plant? It is a new term to me. 

Mr. Freepianver. That was a combination of the butadiene plant 
and the polymerization plants next door to each other with piping 
back and forth. 

Mr. Buanprorp. Oh, I see what you mean by that. Of course, they 
were not being operated by Copolymer Corp. at that time ¢ 

Mr Freep_anper. No, that is right. 

Mr. Bianprorp. Just that they were built next to each other / 

Mr. Freeptanper. That is right. 

Mr. Bianprorp. Have you ever offered Mr. Johnson, of Endicott 
Johnson, an opportunity to join Copolymer Corporation 4 

Mr. Freepianper. No, we have not, for the reason that the type 
of synthetic rubbers which Mr. Johnson uses are not the types that are 
ordinarily considered the common general purpose synthetic rubber, 
It would require making a rubber especially for him and not the kind, 
for instance, that is used primarily by tire manufacturers. 

Mr. Bianprorp. Well, I was interested because he indicated this 
morning that he had attempted to get into one of these arrangements 
and had never been successful. 

Mr. Freepianper. That was the reason from our standpoint. 

Mr. Bianprorp, Noticing your very generous offer, I thought per- 
haps 

Mr. Freepianver. That is right. 

Mr. Braxprorp. You might be willing to take Mr. Johnson on for 
the remainder of the Government synthetic-rubber program. 

Mr. Freeptanper. Yes, that our purpose is to make synthetic rubber 
at the cheapest possible price. If we had to make a rubber for him, 
just for him, it would increase the price to him as well as increase the 
price to the rest of us because it would be tying up that much of our 
facilities on special rubbers. 

Mr. Bianprorp. Now, do you think that a Commission is going to 
be able to accomplish this better than or as well as a Government 
Board ¢ 

Mr. Freepianver. We have not given any thought to these three 
King Solomons that have to be on this Commission. 

Mr. Buanprorp. Well, have you given thought to the King Solomon 
who is going to be in the Government Disposal Agency ? 

Mr. Freeptanper. We have given some thought to that, but not 
prepared to make a statement on it. I think we have sort of referred 
to it in a way in this talk. 

Mr. Bianprorp. Yes, you did, and that is why I am wondering 
whether your position is that you would prefer to deal with a Gov- 
ernment agency. 

Mr. Freepianper. Well, we rather go along with Mr. Shafer, the 
author of this bill, that if possible, if you are going to get out of Gov- 
ernment agencies, let us get out as completely as we can. 
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Mr. Bianprorp. Well, I am glad to hear that. 

Now, there are days in this business where you can’t win and ap- 
parently today is one of them. The other day we were criticized for 
using the term “technical competence” because it might be interpreted 
to mean that only those with proven ability based on having operated 
a facility can be a bidder. Today, we are criticized because technical 
competence might include somebody that never had run one of these 
plants but nevertheless might have some engineers and some chemists 
around that could prove that they could run a plant. i 

So this bill is all things to all men. And as you see, we can’t win. 
No matter what decision we come up with we are on the wrong side 
as far as somebody is concerned. You are at least honest in your 
statement. What you say is let “everybody else bid on the plants to 
decide the value and then we will buy them.” 

Mr. Freeptanper. Not necessarily. 

Mr. Buanprorp. By meeting the bid that has been submitted. 

Mr. Freepianver. At least, we have that privilege, of first refusal. 

Mr. Buianprorp. Yes. The first refusal. 

Mr. Freepianper. Yes. 

Mr. Branprorp. And you are quite honest in your statement, and I 
congratulate you for making it. I seriously doubt whether it would 
ever receive the favorable consideration of Congress. But at least, I 
congratulate you for saying it, because I know you are sincere in it, 
and I know there are many other operators who would say the same 
thing. 

yng matter of fact, I daresay that all the operators if given the 
choice would like to say that: “We should be given some preference 
here. 

“After all, we are the ones that bailed you people out. We put in 
our patents. We gave you all of our know-how. We are the ones 
that supplied the engineers. We are the ones that supplied the labor, 
in many cases from our own plants. And now we are going to have 
to stand by and possibly watch the Jones Co. come in, who wouldn’t 
know a pound of GR-S from a snowball and yet, they are going to 
buy a plant.” And I can see your point. 

ou may have a point oot sp tty Whether it would be well taken 
legislatively or not, I just don’t know. 
r. Freeptanper. May I add one point, with reference to that? 

Mr. BuanprForp. Yes; of course. 

Mr. Freeptanper. Having been with the Government and having 
also been a member of the rubber advisory committee, and knowing 
the amount that has been spent on research, well over $50 million, 
the question that I should think would be asked : How can the Govern- 
ment in turning over these plants best capitalize or get advantage of 
that over $50 million that has been spent on research? We say that 
one way is to give these first refusal to the present operators of the 
plant because they have worked under that research and have evalu- 
ated a lot of it, and we think they could do most with it. 

The second way to get some of that money back on research is to 
have this cross-licensing agreement. 

Mr. Bianprorp. Wouldn’t it be better for your purposes to merely 
pass a bill authorizing the Government to negotiate with the present 
operators for the purchase of the plants? 

And I am quite serious. 
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Mr. Freeptanper. No. 

Mr. Bianprorp. Wouldn't that give you the same result? Because 
who is going to bid on the plant if they know all they are doing is 
spending money on engineers’ estimates which you are going to meet? 

Mr. Freeptanner. How do we know! We don’t know if we can 
meet the bid that somebody is going to put on our plant. 

Mr. Bianprorp. Well, perhaps I don’t know. But I would be will- 
ing to take that chance. 

Mr. Freepianver. Well, just taking your statements that I heard 
with other witnesses here earlier, if I understood them correctly, that 
this is—you want to bid in with a sort of a purchaser-beware sort 
of idea. In other words, the highest bidder. “Here is a plant. Put 
your price on it.” 

So we don’t know, as long as it is a bona fide bid that we may have 
to meet, maybe we can’t afford to meet it. Maybe we would have to 
let them have it. 

Mr. Bianprorp. Well, that may be. But if we put it the other way 
around, that all we are going to do is to ask people to bid on these 
plants to establish an upset price for you, I don’t think we would 
get the bidders. That is my point. 

Mr. Freepianper. I told you—I referred to there, there might be 
some disadvantages, and that may be one of them. 

Mr. Bianprorp. It might be a minor one, no bidders. [Laughter.] 

Mr. Freeptanper. I don’t mean that. I won’t say that. 

I am also, don’t forget, pointing out that we believe sincerely that 
the Government would save more money, the taxpayers would save 
more money, under this plan. 

Mr. Bianprorp. Now, supposing we put a provision in here that the 
bids would have to be taken within 90 days after the Ist day the bids 
have been advertised for, instead of the Ist day that the Commission 
had been appointed. Would you think that would be more satisfae- 
tory? In other words, the way the bill is now written, the time starts 
running from the time the Commission is appointed. 

Mr. Freepianper. Yes. 

Mr. Buanprorv. Do you think it would be preferable to put the 
bidding period in there from the first day the bids are advertised 
for? In other words, let the Commission take some time to study 
the bidding procedure and not have that time run against the Com- 
mission. 

Do you think that would satisfy your objection to the too short 
a period now contained in the bill? 

Mr. Freeptanver. I think it would. We are not anxious to have 
too long a period. We don’t believe that is too advisable. But we 
thought 45 to 90 days was too short. 

We were thinking in terms of 75 to 120 days. 

Mr. Bianprorp. Well, I think there 

Mr. Freepianper. It would accomplish, I think, what you are 
saying. 

i Neaweeems T think, if we ran it from the first day the bids are 
advertised, I think you would accomplish that. 

Mr. Freepianver. I think so. 

Mr. Bianprorp. Now, your objection to the ‘1 million is probably 
valid. I think it was there for exploratory purposes. I think it has 
now been explored by enough witnesses so that we probably are justi- 
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fied in reducing the deposit. Of course, that will be subject to what 
happens to the criteria that are in the bill. aT : 

n other words, you are going to have to retain some type of criteria 
to keep speculators out of, this thing. Now, on your cross-licensing 
arrangement, how successful do you think a bidding pg ae would 
be or a disposal program would be if a purchaser of a facility had 
to promise to cross-license everybody and his brother who got in this 
business 20 years from now ? 

Mr. Freepianper. At a reasonable royalty. 

Mr. Bianprorp. Well, even at a reasonable royalty. 

Mr. Freeptanver. Well, it is done every day in private industry. 

Mr. Buanprorp. It is done every day in private industry, yes; if 
private industry wants to do it. What I am talking about 1s, you 
are compelling any purchaser of a synthetic-rubber facility to agree 
to cross-license everybody else on every improvement he makes in 
his peegeet : isn’t that what you have in mind? 

Mr. Well 

Mr. Bianprorp. You are going to make it available for national- 
security reasons. 

Mr. Freeptanver. That is right. 

Mr. Buanprorp. I submit to you that that is not private enter- 
prise, that that is not what patents are for. I also say that in time 
of national emergency the rubber companies will do exactly what 
almost all the rubber companies did do earn World War Il. They 
will pool their licenses and they will pool their patents, and we will 
have the best type of rubber available in time of an emergency. But, 
when we are not in that type of emergency, don’t you think it is better 
for private competition to take over and that, if the Jones company 
invents a new method of making synthetic rubber and puts a pinch 
of pepper into each pound of GR-S and makes it as hard as cement, 
Sn _ is to their advantage and it is up to you to find something 

etter! 

Mr. Freeptanver. I am sorry that IT must object to that, and I 
trust that you will take it in the proper light. We are merely explor- 
ing here, trying to find what is the best method. 

Mr. Buanprorp. Certainly. 

Mr. Suarer. Will you speak up just a little better. I fear that those 
in back of the room don’t hear you. 

Mr. Freepianper. That cress licensing is a very important point 
to our constituent companies. We think it should be an important 
point to the Government. And I somehow or other have not got my 
point across. The Government has over $50 million invested in re- 
search. And whom did it go to? 

Well, it went to a number of these companies. Let us take these 
large companies, for instance, with the huge laboratories. They are 
in a better position to make use of that. But who taught them? 

The Government taught them. So isn’t it logical to ask that they 
cross-license? It is a little bit different in this case, starting in, than 
just private industry. 

The Government has sort of a vested interest, so to speak, in the 
form of the money that has been spent on this research. And here we 
are: Copolymer has eight individual companies, all of which have 
laboratories, and we are willing to do it. Why shouldn’t the other— 
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whoever takes over the plants, including the big companies—be 
willing to do it? 

Mr. Branprorv. I notice Copolymer Corp. didn’t do too badly. 
They got $1,253,000 for research. Then for running the tire-test fleet, 
they got $6 million. 

Mr. Freepianver. What is that! 

Mr. Bianprorp. Copolymer Corp., for the operation of the tire-test 
fleet, I have down here in the RFC report, received $6,083,324; is that 
correct 

Mr. Freeptanper. No. The Copolymer—the running of the test 
fleet has been done for many years at no profit. Those are just ex- 
penses of running the fleet. 

Mr. Buanprorp. This is for beginning of operations through June 
30, 1952. You have received a total of $6 million for running the 
tire-test fleet. 

Mr. FreepLANpeR. Well, we are just the mechanical operators, so to 
speak. 

Mr. Bianprorp. Maybe you just pay the bills when they come by? 

Mr. Freepitanper. That is right. 

Mr. Bianprorp. But you received $1,253,000 for research since the 
beginning of the program. 

Mr. Freeptanver. Yes. 

Mr. Buanprorp. And I compare that with General Tire & Rubber, 
who only received $422,000. 

Mr. Frerepianper. Yes, but look what we did with some of that 
research. Look at cold rubber, and so forth. And all we are saying 
is that we are willing to cross-license. Why shouldn’t the others be 
willing ? 

Mr. Buanprorp. There is no point in arguing, because what you 
are recommending is that anybody who buys a plant has to agree to 
cross-license every other operator for any discovery that he might 
make in synthetic rubber; is that correct ? 

Mr. Freepianper. At a reasonable royalty. 

Mr. Bianprorp. Isn't it true that anybody who buys a facility 
today gets with it all the patents and know-how and also all the 
licensing arrangements at a reasonable royalty rate, that is all those 
that are today in existence, all patents that are in existence today? 

Mr. Freeptanper. I don’t know. 

Mr. Bianprorp. Isn't one of the reasons you are trying to get the 
Government out of this business is to go back to private enterprise ? 

Mr. Freeptanper. Well, my point is—where we disagree seem- 
ingly: I consider this a normal private-enterprise procedure, 

Mr. Biaxprorp. Well, then, why wouldn't it be better for private 
enterprise to make their own arrangements, then? Why should the 
Government step in here and say that you, Mr. Freedlander, if you 
buy this plant, will have to share any patents that you might come up 
with in the next 20 vears with the Jones Co. ? 

Mr. Freepianper. At a reasonable royalty. 

Mr. Buanprorp. Well, sure. A reasonable royalty means that while 
you are getting a reasonable royalty they are also using your inven- 
tion. You do not then have an exclusive right to your own invention, 

Mr. Freeptanver. Well, for instance, the automobile industry ; they 
do it privately among themselves. 
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Mr. Bianprorp. They may do it, but the Government doesn’t say 
they have to doit. That is the difference. 

Mr. Frerptanpver. Well, you merely say, it seems to me, that the 
Government has a vested interest here. They are in a little different 
position than just starting with private industry. I don’t think that 
one unreasonable at all; neither do our other seven constituents. 

Mr. Bianprorp. Now, Mr. Freedlander, you recommend we build 
up a 200,000-ton surplus of synthetic rubber before we transfer these 
to private industry ¢ 

Mr. FreepLANper. Yes. 

Mr. Bianprorpv. Would you be willing to enter into a firm order for 
6 months’ or a year’s supply of rubber, synthetic rubber, right now? 
You have been buying it on a 30-day basis. : 

Mr. Freepianver. Put it this way: We certainly would be ing. 
to take our proportionate share with the rest of the industry. I 
those that testified here felt that 200,000 tons would be a secure figure, 
then we would surely have to take our share, whatever that might be. 

Mr. Bianprorp. Well, what I am thinking of is that if you will 
give RFC firm orders, that are binding upon you, for 6 months or 1 
year in advance—let’s say this disposal program takes a year, and then 
you tell RFC “I want X amount of tons of rubber,” then RFC would 
have some idea of how much production they would have to have in 
order to build up this surplus. But as it is today, you give them a 
30-day order. 

Then next month you might double your order. The next month 
you might triple it. And the next month you might decide to buy 
none. That is one of the problems we are faced with here, and that 
is this 80-day order business. 

Mr. Freeptanper. Yes, but supposing that we don’t take the other 
200,000 tons, RFC prepares it and industry don’t take it? 

Mr. Buanprorp. What I am suggesting, is that you have a firm 
order basis and know exactly what you are buying. 

Mr. Freeptanner. Well, if the others in the industry—no one has 
suggested that vet that I have heard—are willing to do it, I am sure 
our group would be willing to do it. 

Mr. Bianprorp. In addition, you recommend that we have 200,000 
tons in the stockpile. That is the same thing, then, Mr. Litchfield 
recommended the other day. 

Now we heard the other day that we have adequate supplies of 
— natural rubber in our stockpile program. Do you agree with 
that? 

Mr. Frerp_taNnper. We are past the peril point; ves. 

Mr. BLanprorp. Well, not just past the peril point. Do you agree 
oat " have adequate supplies of natural rubber in our stockpile 
today ¢ 

Mr. Freeptanver. Well, I have to take that from the Army and 
Navy Munitions Board opinion. 

Mr. Bianprorp. They said we did, and you agree with that? 

Mr. Freeptanper. That suits me, yes. 

Mr. Bianprorp. Now 200,000 tons of GR-S in the stockpile would 
be used for what purpose? We have natural-rubber producing coun- 
tries to keep in mind. We have the rubber-reclaiming industry to 
keep in mind in this business. 

Now what would 200,000 tons of rubber in the stockpile be for? 
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Mr. Freepianper. Well, I wouldn’t put it in the stockpile right 
now. You see, at the time the whole industry recommended this— 
this isn’t only my opinion. As you pointed out, Mr. Litchfield and 
all the rubber companies are on record many times. We wanted it 
put in there so as to prevent the price of rubber going so high. 

Mr. Buianprorp. That is the point. It is a price weapon, then; 
isn’t it? It is not a national-security weapon. It is a price weapon. 
You want 200,000 tons of synthetic rubber in the stockpile, so when 
the price of natural rubber goes up a little bit, you can dump some 
rubber on the market and drive the price down. Therefore, you 
would be using the stockpile not for national security, but as a con- 
trol weapon over the price of natural rubber and the price of reclaimed 
rubber. 

Mr. Freeptanper. No, sir. 

Mr. Bianprorp. Is that the way you think we should use Govern- 
ment funds? 

Mr. Freeptanper. No, you misunderstood. What I started to say 
is when we were building up this stockpile, for national emergency, 
we wanted the Government, instead of buying all crude rubber, to 
buy some synthetic rubber to put in the sockpile so as not to have 
to go out and try to buy up too much of the synthetic rubber, thereby 
raising the price at that time. 

Mr. Bianprorp. Well, now, are we talking about 2 sets of 200,000 
tons or 1 set of 200,000 tons? 

Mr. Freeptanper. Two sets. 

Mr. Bianprord. That is my point. You are talking about 400,000 
tons of synthetic rubber? 

Mr. Freepianper. But not to take place right now. 

Mr. Bianprorp. 200,000 tons to be available at the transfer period ? 

Mr. Freepianper. Yes. 

Mr. Bianprorp. And nobody will argue with you on that. 

Mr. FrEEDLANDER. Yes. 

Mr. Bianprorp. Perhaps it is too high. As a matter of fact, I 
don’t think they can do it. 

The second set of 200,000 tons is to be used to control the price of 
reclaimed rubber and control the price of natural rubber ¢ 

Mr. Freepianper. No, no, sir. Nothing is to be done about that 
200,000 tons for the emergency stockpile now, because they have 
already bought that in crude rubber. 

Mr. Bianprorp. You mean replace our natural rubber today with 
synthetic rubber ? 

Mr. Freepianver. Sometime im the future, whenever an emergency 
comes about. All we are stating here, again, is that synthetic rubber 
is good for a stockpile up to 200,000 tons if, as, and when they want 
to use it. 

Mr. Branprorp. Now, would you recommend we put out our 
money—200,000 tons of rubber—I don’t know how much it is, but it is 
a lot of money. Would you recommend putting 200,000 tons of syn- 
thetic rubber which we manufacture in the United States in our 
stockpile, which is limited in its appropriations, rather than go out 
and buy that equivalent of manganese which we don’t have? 

Mr. Freeptanver. No, sir, not now. It has already been done. 
You have already gotten the crude rubber. 

Mr. Bianprorp. We can forget this 200,000 tons. 
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Mr. No. We merely want to be on record against 

Mr. Brianprorp. You would have been in favor of it had they 
done it ¢ 

Mr. Freeptanper. That is right. 

Mr. Brianprorp. All right. I have no further questions, Mr. 
Chairman. 

Mr. Bennerr. Let me ask just a couple. 

Mr. Suarer. Mr. Bennett. 

Mr. Bennerr. I was a little depressed to read those figures you 
gave here about the monopolistic situation that has grown in the tire 
companies. Have you any suggestion to make as to how that can 
be corrected ? 

Mr. Freepianper. No, sir: except that we feel that every chance we 
get—like here is a situation developing. We should keep that before 
us so we can see if there isn’t any possible way in which that can be 
eliminated, or at all curtailed. 

Mr. Bennerr. You don’t have any objection as to correction of the 
antimonopoly laws, or anything of that kind ¢ 

Mr. Freeptanper. No, sir. 

Mr. Bennerr. The next question T want to ask you: On page 6 of 
your testimony you refer to, in the second and third paragraphs, to 
sections 5 (d) and (e),and I presume you meant sections 7 (d) and (e), 
because there are no subsections to section 5. 

Mr. Freeptanper. Well, T will have to check with the bill. But that 
was the one referring to the payment. 

Mr. Bennerr. Well, unless you tell the reporter-—— 

Mr. F’reeptanper. Yes, excuse me, it is 7. You are correct on that. 

Mr. Bennerr. And then the next thing I would like to ask you about. 
On page 6, the paragraph under 7 (@), you say you propose that no one 
purchaser should purchase more than a certain percent of various 
types of facilities. How would you handle that ¢ 

Would you prefer handling that on a basis of restricting to one 
purchaser one particular type of plant, or did you have in mind 
that the various purchasers would be forced to join together to buy 
one plant ¢ 

Mr. Freeptanper. You mean—we hadn't spelled it out as to which 

yay it was to be done, because over the years there has been consider- 
able testimony one way or the other and we thought out of all that 
testimony and data that some method would be arrived at which 
would tend to prevent the carrying out the objective, which is to 
prevent a possible monopoly. 

We have no suggestions as to just how it is to be done. 

Mr. Bennerr. That is all. 

Mr. Suarer. Thank you very much, Mr. Freedlander. 

Mr. William E. Gee, of the Texas Co. 

Mr. Ger. Mr. Chairman, I ask your indulgence while I read a 
statement. 

Mr. Suarer. Fine. 

Mr. Ger. My name is William P. Gee. I am assistant to the presi- 
dent of the Texas Co. One of my responsibilities is to study and advise 
my company concerning the synthetic-rubber program. I appreciate 
very much this opportunity to appear before you and express our views. 

I would like to state that, in our opinion, you have done an excellent 
job in drafting the proposed bill—H. R. 5425—to authorize the disposal 
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of the Government-owned synthetic rubber facilities. We think the 
bill is adequate for this purpose. 

We believe that the Government should dispose of the synthetic- 
rubber facilities and that now is the time. We are convinced that 
national security will be strengthened by the sale of these facilities 
to private industry, since it will start in action highly competitive 
research and development work leading to increased utilization of raw 
materials, increased efliciency in processes, and improvement of prod- 
ucts. That these results can be accomplished has been proven repeat- 
edly by examining the history of the free-enterprise system in the 
United States. 

This is clearly illustrated by the operation of the highly competitive 
petroleum industry. Competitive research and development work has 
resulted in furnishing to the public and the armed services of our 
country constantly improved product quality and an adequate supply 
of products through the years, with little or no increase in price. 

The Texas Co. has been directly concerned with the development 
and production of butadiene since the inception of the synthetic 
rubber program early in 1942. The Texas Co. is one of the four com- 
panies owning the stock of Neches Butane Products Co., which oper- 
ates for the Government, without fee, the largest butadiene producing 
plant in the country. 

This plant is at Port Neches, Tex., and produces about 200,000 short 
tons of butadiene annually, representing about 30 percent of the buta- 
diene produced from petroleum for the entire United States. 

Our company supplies about one-third of the feedstock required for 
this large plant. if has supplied most of the key technical and man- 
agerial staff for operation of this plant. These men are on leave of 
absence from the Texas Co. With associated companies, it has been 
responsible for the development of the design of this plant and its 
subsequent highly successful operation. 

I know that a number of you gentlemen have visited and seen these 
facilities at Port Neches, Tex. You have some knowledge of what 
this plant does. Located in a neighborhood of large petroleum re- 
fineries, it obtains feedstock from the refineries of Atlantic Refining 
Co., Gulf Oil Corp., the Pure Oil Co., and the Texas Co. The volume 
of feedstock required to operate this butadiene plant is so large that 
all four companies are required as suppliers, no one refinery being 
capable of supplying the entire need. 

utylene, from which butadiene is produced, only consists of about 
30 percent of the refinery stream. In the plant facilities, butylene is 
separated from the refinery streams and it is necessary to return to 
each refinery very large quantities of butylene-free material. 

In addition to the butadiene producing facilities at Port Neches, 
there are two large copolymer plants, one operated by B. F. Goodrich 
Co., and one by United States Rubber Co, Butadiene is supplied to 
these plants, as well as to smaller consumers, by Neches Butane Prod- 
ucts Co. 

Passing butadiene once through the copolymer plant does not con- 
vert all of the butadiene to rubber. As a result, a large volume of 
butadiene in the form of a recycle stream must be returned to the 
Neches plant for reprocessing and repurification before it can be con- 
verted to rubber. 
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Therefore, it can be seen that the supply of feedstock by the petro- 
leum refinery, production and purification of butadiene, the conver- 
sion of butadiene to rubber, and the return and recycle of materials 
to the various plants are of necessity all linked together. 

Were it not for the immediately available outlet for butadiene of- 
fered by the adjacent copolymer plants, it is possible that the petro- 
leum company or companies might readily find more convenient and 
mee uses for butylenes, such as the production of aviation gaso- 
ine. 

And, unless the rubber company or companies interested in these 
copolymer plants could be assured of an adequate supply of butadiene 
from the adjacent plant, it is doubtful whether such copolymer plants 
would offer an attractive and desirable investment. 

But, a combination of joint ownership and operation of some or all 
of these facilities would assure to petroleum interests an outlet for 
butadiene and make available to rubber interests a ready supply of raw 
material. We are pleased to see your committee, and the witnesses 
who have testified for the Government, recognize the possibility of 
unwarranted attack on such a joint program under the antitrust laws, 
and the efforts being made to protect any such joint arrangement. 
Without reasonable assurance of. this protection, it may be difficult to 
obtain the full fair value of these plants. 

We wish now to comment on one point brought out in previous tes- 
timony, and to make one suggestion for supplementing the pro- 
visions of the bill. 

A Government witness has suggested that the periods of time now 
provided in the bill are too short. We feel certain the companies se- 
riously interested in these plants have given consideration to their 
acquisition since the Rubber Act of 1948, and certainly since the pre- 
vious proposal to dispose of these plants in 1950. The time for ma- 
ture study and consideration, we believe, will be quite adequate under 
ihe provisions of the bill. 

We have indicated above how important and necessary we feel ade- 
aeete supplies of feedstock are to the operation of the Neches plant. 
We are certain this is equally true as to other similar plants. 

This has been recognized in section 7 (b) (3) of the bill, requiring 
the bid to contain a description of the arrangements or plans for the 
supply of feedstock to the facilities proposed to be purchased. Yet 
the criteria now set forth in section 7 do not include feedstocks as an 
essential item which the Commission must consider, 

We feel this to be an item of such major importance in assuring the 
continued operation of these plants in accord with the expressed intent 
of the bill, that the bill should be amended to specifically include such 
requirement among the criteria. 

It has been a privilege for me to have this opportunity to present 
to you our views on the bill, and I wish to thank you for hearing me. 

Mr. Suarer. Thank you, Mr. Gee. I think most of us on the com- 
mittee—I think we have all, sitting here at least, visited your plant in 
Texas. I know that you are doing a good job and a good job has been 
done all the way through. 

I core find any fault with your statement. I appreciate it very 
much. 

Mr. Ger, Thank you, Representative Shafer. 
Mr. Suarer. [ appreciate that last suggestion. 
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Mr. Blandford, do you have any questions 

Mr. Bianerorp. No, sir: except I would be very happy to add the 
feedstock arrangement to the criteria. I think it was overlooked and 
] think it should be included in the criteria. 

Mr. Ger. It is very important. 

Mr. Suarer. Mr. Doyle, do you have any questions ¢ 

Mr. Doyte. I think in view of your observation on page 2, para- 
graph 2, in the 5th line thereof, that the Texas Co. is one of the 4 
companies which operates for the Government without fee. 1 think 
that is the first time in hearing these witnesses that that has been 
emphasized. I think, Mr. Chairman, the record probably should show 
from this witness just what you mean “without fee.” It is on a 
contract, isn’t it, a management contract of some sort ¢ 

Mr. Grr. Well, Mr. Doyle 

Mr. Doyte. I don’t mean to insinuate you have been making a real 
money profit, but you have been paid for it. 

Mr. Ger. There is no fee. The company, Neches Butane Products 
Co., was organized to operate this plant for the Government and they 
simply charged—they + not charge. The costs for the operation are 
paid by the Government. There is no management fee involved in 
that. There is no management fee or fee paid to the company or 
stockholders of the company for advising or directing the company. 

Mr. Doyie. But you do get back your cost ? 

Mr. Grr. No, sir, not for managing the company, no, sir, we do not. 
For example, there are some 7 committees involved in advising 
Neches Butane Products Co.—a management committee, a patent com- 
mittee, and various committees. 

There is no money paid to those committees or to the companies 
who sit on those committees in advising and operating Neches. 

Mr. Doyrr. You are engaged, though, in making money from the 
total products. The thing I am trying to get into the record is whether 
or not the Government does or does not pay for that portion of your 
total corporation activity which you do for the Government . 

Mr. Grr. No, sir. They only pay the Neches Butane Products Co. 
cost of operation, just as if it were a company owned by the Gov- 
ernment. 

Mr. Doytr. Now one or two more observations. You also stressed 
that without some reasonable assurance of protection, on page 5, 
against prosecution being taken under the antitrust laws, the Gov- 
ernment might not be able to get full fair value. Is it your concep- 
tion of the situation that the Attorney General could possibly give 
a commitment that there would be no prosecution for an actual vio- 
lation of the antitrust laws, if one occurred ? 

Mr. Ger. The bill provides, as I understand it, that the bids and 
eventually the ventures proposed for sale would be submitted to the 
Attorney General. 

Mr. Doyte. That is right. 

Mr. Gee. He will express an opinion on that, as to whether he 
thinks that that is an acceptable bid or not, and in turn, that will be 
sent to the Congress of the United States, and they, in turn, will also 
express an opinion. We believe that that is about as much adequate 

rotection as you could possibly have. Of course, we would like to 
ave a clean bill of health, but we realize it may not be possible. We 
think the bill very adequately provides for such a procedure, 
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Mr. Dorie. Well, I am glad you feel that the procedure set out in 
the bill, including the action of Congress, certainly would be as far 
as we could be expected to go. 

Mr. Ger. Yes. 

Mr. Doyte. With what knowledge we might have at that time. 

Now one thing morey In your last paragraph on page 5, you men- 
tioned there the Rubber Act of 1948 and then the proposed disposal 
in 1950. Could you briefly tell us what the effect of the changing 
condition is which makes it now safe, so far as our national security 
is concerned, to sell these plants now when it wasn’t so considered 2 
years ago? 

Mr. Gee. Well, for one thing, Mr. Doyle, the stockpile is adequate. 
The plants are getting old. There may possibly be in the next few 
years more requirements for GR-S rubber and other syithetic rubbers. 

It seems to us that now is the time for the Government to capes of 
these plants and let free enterprise take its course in the way of further 
development, if necessary, for the plant building, because if you don’t 
do that, you then are faced with constant expenditure on further im- 
provement to try to catch up with what the country needs in the way 
of synthetic rubber, and certainly would be faced with additional 
expenditures in the way of capital investment of plants. 

‘ou can hardly expect private industry to enter in the synthetic 
rubber field as long as the Government is in it. 

Mr. Doytr. Then you would state without hesitation, would you, 
as representing one of the great petroleum companies of our Nation, 
without reservation, that our national defense would not be in any 
way jeopardized or hindered or weakened if these plants were all 
disposed of to private industry ? 

Mr. Gre. Yes, sir, that certainly is our feeling. 

Mr. Dorie. Thank you, very much. 

Mr. Suarer. Mr. Bennett, any questions? 

Mr. Bennerr. No, I have no questions. 

Mr. Ssarer. Mr. Blandford. 

Mr. Branprorp. You do not receive a fee for operating the Port 
Neches butadiene plant, but would you discuss briefly the royalty 
arrangement with the production of butadiene / 

Do you own some of the patents with respect to the butadiene / 

Mr. Ger. No, we do not, Mr. Blandford. Those were under license 
mostly from Phillips Petroleum Co. 

Mr. Brianprorp. Does Phillips 

Mr. Gre. The Government actually pays a royalty for the process 
patents that are involved in that operation. 

Mr. Bianprorp. And ‘Texas Co. does not own any of them what- 
soever / 

Mr. Grr. No, sir, not of any circumstance. We do not receive any 

Ir. Buanprorp. Do you happen to know whether any of the other 
operators of the Port Neches—— 

Mr. Ger. I can’t speak for them, Mr. Blandford. I believe they 
do; however, I can’t speak for them. 

Mr. Buanprorp. So we can say without reservation that insofar as 
the Texas Co. is concerned 
Mr. Ger. That is correct. 


1155 


Mr. Bianprorp. You actually have been participating in this pro- 
gram at a loss to the Texas Co. ¢ 

Mr. Ger. Well, let’s put it this way, that we received no remunera- 
tion for our time that is given to the plan. And direction of this 
oompany. 

‘ r. BLanprorp. Well, the salaries of say, Mr. Hoffman, are paid 
or 

Mr. Grr. That is paid by the Government. 

Mr. Buanprorp. by RFC? 

Mr. Ger. Yes. 

Mr. Buanprorp. And all the other people you supply to them ¢ 

Mr. Ger. Yes. 

Mr. Bianprorp. Now, you receive nothing in return except for the 
sale of that butadiene? 

Mr. Ger. Butylene. 

Mr. Buianprorp. I mean the butylene. 

Mr. Ger. That is correct. 

Mr. Buanprorp. To the Port Neches butane plant ? 

Mr. Ger. That is correct. 

Mr. Bianprorp. Now, would you have another output for that 
butylene? 

Mr. Grr. Oh, yes, very definitely so. 

Mr. Buanprorp. Therefore, it is not necessary for you to sell it to 
Pees Neches butane products in order to make a profit on your butyl- 
ene? 

Mr. Gre. That is correct. 

Mr. Buanprorp. So it has been really a public-spirited gesture on 
your part that you have continued to operate Port Neches Butane 
Products Co. 

Mr. Ger. We think it is. 

Mr. Bianprorp. Thank you very much. 

Mr. Ger. Yes. 

Mr. Suarer. You reopened one portion of that plant down there, 
didn’t you, in standby? 

Mr. Grr. Well, that was some years ago, Mr. Shafer, while they 
closed part of it. As you know, whenever more demand came for 
GR-S, why, it was reopened, and now at the present time it is actually 
running some 200 percent or more over capacity. 

Mr. SHarer. Two hundred percent. Thank you, Mr. Gee. 

Mr. Buianprorp. That is all for today. 

Mr. Suarer. Thank you very much. 

We are glad to have had you here. 

The committee will recess until 10 o’clock, tomorrow morning. 

(Whereupon, at 3:50 p. m., a recess was taken, to reconvene at 
10 a. m. of the following th Tuesday, June 9, 1953.) 


Hovsr or Representatives, 
ComMMITTEE ON ARMED SERVICES, 
No. 1, 
Washington, D. C.. Tuesday, June 9, 1953. 
The subcommittee met at 10 a. m., Hon. Paul W. Shafer (chairman 
of the subcommittee) presiding. 
Mr. Suarer. The committee will come to order. 


1156 


We will try to finish these hearings up today. 

Our first witness is J. P. Seiberling, Seiberling Tire & Rubber Co., 
Akron. 

Mr. Sereertine. Good morning. 

Mr. Suarer. Mr. Seiberling, glad to have you with us. You may 
proceed. 

Mr. Serpertinc. Mr. Chairman and members of the committee, my 
name is J.P. Seiberling. Iam president of the Seiberling Rubber Co. 
Our company is one of the eight companies possessing an ownership 
in the Copolymer Corp., whose president, Mr. A. L. Freedlander, 
appeared before this committee yesterday. 

In some aspects, my appearance before this committee today is both 
a reversal of form and an act of surplusage. Unless my memory fails 
me, in all of the previous hearings held on the subject of rubber 
contro! legislation and the disposal of synthetic rubber plants, I have 
on each occasion appeared as a member of the loyal opposition in gen- 
eral opposed to major provisions affecting the purpose and intent of 
the proposed legislation. 

I took this position at the time, because I did not believe that the 
proposed legislation was in the interests of our national security at 
that time or, if such was not a factor, in the best interests of the smaller 
rubber companies as a group of highly competitive free enterprisers. 

In the testimony which I gave on December 1, 1947, before the then 
Subcommittee No. 3, of the Committee on Armed Services of the House 
of Representatives, I was strongly in opposition to a report in the form 
of a memorandum proposing enactment of specific legislation to re- 
place Public Law 24 of the 80th Congress, purporting to represent a 
majority opinion of the rubber manufacturing industry as resolved by 
the Rubber Industry Advisory Committee to the Army and Navy 
Munitions Board. My opposition at that time was based on two major 
points: (1) That the interests of national security required that the 
synthetic rubber plants be kept in Government hands until such time 
as the national emergency rubber stockpile was substantially com- 
pleted, and (2) until the requirement for mandatory use of synthetic 
rubber by the industry was abolished. 

Happily, from my point of view, the Committee on Armed Forces of 
the House became of the same mind and in the light of retrospect in 
the subsequent changes and circumstances that occurred, I think it is 
now fairly well the consensus of opinion that the decision of the com- 
mittee proved to be the correct one from the standpoint of national 
security and the best interests of the rubber manufacturing industry. 

Now, 6 years later, with the national security rubber stockpile an 
accomplished fact, with the need for mandatory use of synthetic rub- 
ber by the rubber industry no longer a necessity, I am delighted to 
appear before this committee not in opposition to the proposed bill 
iL R. 5425 but as a genuine supporter of it in its broad principle and 
purposes, with only various suggestions in the way of modifications 
which I believe will make for its improvement. 

Obviously, I am no longer a member of the “loyal opposition.” And 
now for the surplusage: Briefly, I want to add my commendation to 
that which has already appeared in the testimony given this com- 
mittee by many receding witnesses to the report prepared by the 
Office of Rubber Soares which furnished the basis of the report of 


the President to the Congress and constituted the basis of the pro- 
posed legislation now being considered by this committee. 

Recently, President Eisenhower, in a radio and TV report to the 
Nation, used the expression that the task before the Nation consti- 
tuted not that of cutting the knots in the tangled skein of problems 
that confront us, but rather in seeking to unravel them. 

While the report of the Oflice of Rubber Reserve did not purport 
to untangle all of the knotty problems that exist in the complications 
and complexities involved in selling and transferring to private enter- 
prisers this huge Government-owned synthetic rubber manufacturing 
industry, nevertheless it did point the way and propose in general 
terms the broad procedures and methods by which, with patience and 
a considerable measure of determination, it could be accomplished. 
It was a most splendid report. 

Likewise, may | commend this committee for the similarly excellent 
task it has performed in drafting the present bill which, on the whole, 
with such slight modifications as may seem in order, offers a more 
specific framework for proceeding to the accomplishment of the task 
involved—namely, getting the Government out of the synthetic rubber 
manufacturing business and establishing the business as an integral 
ei of our famed private enterprise system that it might go on from 
iere to spread the benefits that inevitably follow from the competitive 
instinct and, for that matter, necessity to improve and excel. 

There is no doubt in my mind that if this great and complex task is 
accomplished fairly and honestly, in good season, that the national 
security of our Nation as it relates to rubber will be materially 
strengthened and the users of rubber-manufactured products, mean- 
while, greatly benefited. 

In making this last statement I in nowise want it inferred, as I most 
certainly do not mean to imply, that the operation of the synthetic 
rubber plants under Government ownership and control has been a 
detriment to the national security or to the users of rubber products. 

Quite to the contrary. An exceptionally fine accomplishment has 
been wrought under, at times, extremely adverse srk a in the 
construction of the synthetic rubber plants and in their control and 
regulation by the Office of Rubber Reserve with regard to which all 
who have played a part in the accomplishment can take just pride. 

Unquestionably, however, the time is at hand to permit the free 
enterprise competitive system of private ownership to take over and 
demonstrate what it can do to improve upon the good work already 
done and, under the general provisions of the bill before us I am satis- 
fied that the task of transfer can be fairly accomplished. 

I have had the privilege of consulting with Mr. Freedlander in the 
preparation of his report given yesterday in behalf of the Copolymer 
Corp. Iam heartily in favor of all the specific proposals of addition 
and subtraction to the proposed bill which he has made in behalf of 
the Copolymer Corp. 

I particularly want to reemphasize the importance of his request 
for additional time for submitting bids under section 7 (a). 

I am sure the members of this committee must realize the difficulties 
and complexities of the problems involved in working out arrange- 
ments for feed stocks and even the procurement of steam pine 
I can assure you that the angles involved in untangling the exceedingly 
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tangled and complex web of supply and service for copolymerization 
companies are not going to be effected on short order. 

I also want to heartily endorse Mr. Freedlander’s proposal for easing 
the downpayment requirements and purchase money mortgage terms 
for companies like ourselves who are not possessors of excessive 
amounts of working capital or large amounts of ready financial ac- 
commodation. I am sure that the Government is not interested in 
being _—_ to a program of squeezing out competent smaller mem- 
bers of industry merely because they lack the mnie funds to play in a 
high stake, cash game devoid of I O U’s. 

There are two features of H. R. 5425 upon which I specifically want 
to comment in concluding my remarks. The first feature relates to the 
formation of the Synthetic Rubber Facilities Disposal Commission as 
set forth in sections 3, 4,5, 6,7, and 8. I like it. 

There has been some comment to the effect that such a Commission, 
lacking the long experience of various agencies of the Grovernment 
with the synthetic rubber problems, might lack the knowledge to make 
wise decisions and that therefore it would be better to have selected 
agencies of the Government to function in its place. 

While I will not deny that such a commission as contemplated might 
at the outset make slower progress than a commission composed of 
members of Government agencies possessing more knowledge of the 
complications and complexities involved and the methods and proce- 
dures utilized by competing members of the rubber industry, never- 
theless, I am certain that with the appointment of highly intelligent 
and ably constituted men of character to the Commission such as IL 
am sure the President will appoint, that said Commission, with the 
aid of qualified members of Government, will learn the ins and outs 
of the various matters with reasonable promptitude and that because 
of their viewpoint will be fresh and without the bias engendered by 
past relationships, the end result of their deliberations and decisions 
will probably be as nearly correct and perfect under the circumstances 
as can be hoped for. 

The second item on which I want to comment relates to section 9, 
subsection (b), which in effect gives the Congress of the United States 
the final authority to review the decisions of the Disposal Commis- 
sion, correct faults that need correcting, and in the el of such 
faults, by silent assent, put upon this remarkable transaction the im- 
plied endorsement of the Congress as the representatives of the tax- 
payers of the United States who, by the taxes which they have paid or 
the debts of the Government which they have assumed, in the last 
analysis, are the present owners of this huge, vitally important, manu- 
facturing industry. I know of no better validating agent to this 
transaction of sale than the elected representatives of the true owners, 
the taxpayers of the United States. 

May I congratulate the committee for the fine work done in the 
drafting of H. R. 5425. 

Mr. Suarer. That is a very excellent statement, Mr. Seiberling, and 
the committee, I am sure, all the members of the committee, very much 
appreciate it. 

And I believe that in most instances, the committee will agree with 
you on your suggestions. I am certain that we will lower the amount 
necessary to bid on these plants to a point where your group will be 
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able to handle the situation, probably in the amount suggested 
yesterday. 

I am speaking for myself in that, but I am sure that the committee 
members will all agree that it should be lower. 

I am specially appreciative of the fact that you believe that the 
elected representatives of the Government should be the final say in 
considering these transactions. And that you believe that the Com- 
mission will function more rapidly and more efficiently than the Gov- 
ernment agency. I think our past experience with selling Government 
institutions to private industry will bear out that they are rather slow 
and in many instances have failed to get the taxpayers the amount of 
money that could have been gotten’ for them had they acted more 
expeditiously. 

he whole history of disposal by a Federal agency is rather sordid. 

I thank you very much. 

Are there any questions? 

Mr. Hess. No. 

Mr. Durnam. Mr. Chairman. 

Mr. Suarer. Mr. Durham. 

Mr. Duruam. Mr. Seiberling, have you any suggestions as te the 
time limit on section 7 which you referred to? I think that is an 
important part of this whole field. 

Mr. Sereertinc. This is the time limit for getting in the bids? 

Mr. Duruam. Yes; and completing them. You are a businessman. 
That is why I asked you the question, How long do you think it should 
take normally ? 

Mr. Serpertrnc. As I remember, it is 90 days now, is it not? 

Mr. Duruam. That is right, yes. 

Mr. Sereruine. I think it ought to be at least 60 to 90 days. 

Mr. Durnam. Sixty to ninety days. 

Mr. Serpertinc. You see, there are lots of very intricate problems 
that have to be in effect negotiated out before you are in a position to 
make a bid for a sizable sum such as is required in these transactions. 

Mr. Duruam. You think it would be in the interest of the Govern- 
ment, then, in saving money, probably, overall, by making it 6 months 
instead of the 90 days? 

Mr. Serpertine. That is right. 

And I am interested in seeing this accomplished as quickly as 
possible. 

But I think that this committee and the Government is interested 
that when it receives a bid—— 

Mr. Durnam. We want to do it in an orderly fashion. 

Mr. Sereertine. They are pretty sure the basis of that bid is firmby 
established. 

Mr. Durnam. Well, if there is any danger of doing it in a hurry 
and rush, wouldn’t you probably wind up by not being in a produc- 
tive state / 

If you want to get this thing so it is going to produce as quickly 
as possible—— 

Mr. Sereertine. I don’t think it is so much that, as that if you 
don’t. permit the time for Hewape-n. oe the problems, No. 1, the bids 
are liable to be lower because the bidder isn’t quite sure of where he 
has all his problems worked out. 
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Mr. Durnam. If we extend these negotiations and bidding over 
a period of 6 months, we might run into this difficulty, of not getting 
the flow of this rubber into the hands of the little, small rubber opera- 
tors throughout the country. That is the thing that is worrying me. 

Mr. SrrBertinc. I do not see any difficulty there, Mr. Durham, be- 
cause the plants are going to continue to operate, I assume, all during 
this period, and the rubber is going to be available, and under the 
law when it becomes effective and the transactions completed, if I 
remember the requirement, a certain percentage of this synthetic rub- 
—— be made available for the nonmanufacturers; is that not 
right ¢ 

Mr. Duruam. That is true. 

But the interim there, of working out all of that detail, and keeping 
it flowing into the channels of trade, is going to be a little difficult 
even under the best conditions. I don’t know how you are going to 
run a manufacturing plant and negotiate. 

You have a stop date and cutoff date and a stockpiling item here, 
too, setting aside a certain amount of production. 

Mr. Serpertinc. As I understand it—maybe my understanding is 
Pe but the present program goes right on until you might say “S” 

ay. 

Mr. Durnam. I mean, do you think that can be done without any 
disorder ¢ 

Mr. SerBertine. Very much so. 

I don’t think there is any difficulty with that. The problem becomes 
= of working out the angles involved before in effect you make your 

id. 

Mr. Duruam. Well, if that can be done, of course, it wouldn’t affect 
it—whether it is 60 days or 90 days—materially, if the Government 
accepts it, 

Mr. SerBertine. No; that is true. 

Mr. Buanprorp. May I ask him a question ¢ 

Mr. Swarer. Mr. Blandford. 

Mr. Buanprorp. Mr. Seiberling, would you be willing to trust the 
judgment of the Commission with respect to the bidding period and 
agree, as Mr. Freedlander did yesterday, that instead of having the 
bids be determined on the basis of 90 days following the appointment 
of the Commission, that the bids would be taken in no event less than 
45 days nor more than 90 days after the first day the bids were ad- 
vertised for? 

In other words, the Commission would decide when to advertise for 
bids, prepare the brochures, and then you would have a period of 
not to exceed 90 days. 

Now, the reason | suggest that is this. 

You believe in congressional review. 

Mr. Serperuine. That is right. 

Mr. Buanprorp. And you have endorsed it very heartily. 

Mr. Sermertine. That is right. 

Mr. Bianprorp. Let’s say we appoint this commission the 15th of 
July and you want 6 months in which to bid on these plants. Perhaps 
the Commission might not be appointed until August. 

Then the bidding might not be terminated until February or March. 
And then you might want a full 6 months for negotiation. That takes 
you into July or August. The Congress is then in recess, because 


1161 


you have November elections coming in 1954. Therefore, Congress 
could not approve or disapprove the program until 1955. Would you 
want to extend this disposal program until 1955 ¢ 

Mr. Sereertine. No, I would not, Mr. Blandford. 

My feeling is that we want to get this cleared up in this session 
of the Congress, or the last session before the—is this the 83d Con- 
gress ¢ 

Mr. Brancuarp. This is the 83d. 

Mr. SerertinGc Before the 83d Congress is ended. 

My point is, in asking that you allow ample time, I am not going 
to be specific. It is a matter of degree. I am going to ask for ample 
time before the bidding. 

Mr. Buanprorp. My only point is that if you are interested in the 
speed with which the disposal can be effected—because the speed with 
which it can be effected is going to have a very definite effect upon the 
money the Government gets for these plants. 

Mr. Yes. 

Mr. Bianprorv. The plants have a definite life, and if somebody 
bids on a plant this year, and has no idea of when he is going to get 
the plant, that plant may be worth at least 10 percent less to him next 
year. 

So in effect his bid has got to be shaded, unless he knows that there 
Me a definite transfer time when those plants will be turned over to 
im. 

Mr. Serpertine. Well, let me put it this way. 

I would prefer to see the lengthening of the time between the time 
that the bids are advertised and the bids must be in, and a shortening 
of the time between the time that the bids have been received and they 
are finally negotiated. 

Mr. Buanprorp. Well, would I be safe in assuming that you would 
favor the termination of negotiations and bidding by, we will say, the 
first of June of 1954? 

Mr. Serpertrne. I think so, yes. 

Mr. Buanprorp. Would that give you ample time in which to pre- 
pare your bids, submit your bid, and then negotiate? 

Mr. SerertinG. I would think so, although I am not an expert in 
those matters. 

Mr. Bianprorp. So that if we put a July 1 termination date on the 
whole program, that would be satisfactory. 

Mr. Serpertine. It would, as far as I am concerned. 

Mr. Bianprorp. Because otherwise, we may be involved in an addi- 
tional 6 months’ delay merely because the Congress might not be in 
session. 

Mr. Serpertine. That is right. It seems to me, Mr. Blandford, that 
in setting a date to work toward, you are working in the interest of 
expedition. 

Mr. Buianprorp. We are working in the interest of getting more 
money for the taxpayers, actually, because every month you wait de- 
preciates the plants that much more, and the bidders are going to keep 
that in mind, that if they bid today on a plant that is worth so much 
to them today it is going to be worth 10 percent less to them next year. 

Mr. SerpertinG. That is right. 

Mr. Durnam. Well, under that plan, as suggested by the witness 
yesterday, wouldn’t it be more orderly because of the fact each indi- 
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vidual then would be negotiating separately and you wouldn’t dump 
them all on the market here at the same date ? 

Mr. BuaNnprorp. Well, the transfer period itself—— 

Mr. Duruam. I mean you wouldn’t throw the whole thing on the 
Commission at one time. 

Mr. Bianprorp. Well, the Commission would take bids on all the 
plants and then they would begin the process of negotiation. 

Mr. Durnam. That is what 1 mean. 

Mr. Buanprorp. Because obviously many of the bids are going to be 
contingent upon the sale of another plant. 

Mr. Durnam. Surely. 

Mr. Bianprorp. In other words, a purchaser of a copolymer plant 
is going to put a condition in his bid that he will not want a copolymer 
plant if the butadiene plant next door is going to be closed down. 

A bidder on a copolymer plant has to know that there is going to 
be a source of butadiene. So all the bids have to be taken. Then the 
period of negotiation starts. But the transfer itself can all be effected 
on the same day, because all they will be doing is be changing the name 
of the operator. 

And actually, for practical purposes, there probably won’t even be 
much of a turnover in labor. The people working there will merely 
continue to work. It is quite possible that there may not be—there 
may not necessarily be a shutdown in production at all. 

Now, what will happen is that after the transfer period has been 
effected, a facility may be shut down by the then owners for purposes 
of making changes. But at the time of transfer there may be no 
reason to lose any production. 

Mr. Durnam. [ think we should do everything possible of course to 
work it out so there wouldn’t be a shutdown of the work. 

Mr. Buanprorp. I think what will happen, instead of there being a 
shutdown, will be that there will be a change of ownership or operator 
at a given period and then perhaps plant X might close down to make 
the modification in its process and perhaps plant Y may not change 
at all. 

They may continue on for a period of time, until they can see their 
way clear to shutting down to make a change. There doesn’t neces- 
sarily have to be any termination of production at the transfer date. 

Thereafter, there probably will be some temporary shutdowns. 

Mr. Suarer. Mr. Bishop. 

Mr. Bisnor. Mr. Seiberling, section 3 (a) comments about the 
Commission. 

We feel of course that the election or selection of the Commission 
will have a great deal to do with the speed of this program closing 
out. Now, what are your comments on that? It seems to me that 
here it says a member can’t be from your group and yet you people 
know all there is to know about it. I am wondering if you are in 
accord with that section. 

Mr. Serpertinc. I am, Mr. Bishop, for this reason. You have here 
a good many hundred million dollars of property. Two or three hun- 
dred million dollars of property may not be much in billion dollar 
days, but that is a lot of property as we see it. 

This is a tremendous thing that this committee is endeavoring to 
accomplish at one time, which is to move a tremendous Government 
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enterprise on title day from one owner to many owners, and to have 
it go smoothly and have it go properly and have it go fairly for all 
the interests concerned. 

Now, as I view this Commission, it is the heart of this matter. If 
you have three members of that Commission that are numbskulls or 
careless or don’t care or are not conscientious or can’t comprehend 
or some other thing, this whole. program could end up in a terrific 
mess. 

But I am assuming that the’ President of the United States, as I 
think this bill considers, is going to try to select three very high-grade, 
intelligent men, maybe one from an engineering organization of some 
kind, maybe another of a comptroller or treasurer type, and so on, but 
get a Commission there that is qualified to study this problem, with 
the aid of all of the expert opinion that is in this Government and all 
of the, I am sure, ample advice that he will receive from the industry, 
or this Commission will, and they with those facts and with the 
judgments involved in the end make a very intelligent, clear, com- 
prehensive, objective decision on these matters. 

This isn’t anything that anybody necessarily has to ke a genius to 
solve. It is a matter of clear and intelligent and good judgment, 
and what is for the best of the country and the industry. 

And if that Commission is of the right kind and of the right type, 
for people that will draw to it for advice and counsel, there isn’t any 
question in my mind that that is the finest way that this can be ac- 
complished. 

Mr. Bisuror. Thank you. 

Mr. Suarer. Any other questions? 

Mr. Cole? 

Mr. No. 

Mr. Suarer. Mr. Doyle? 

Mr. Dory. I just have a couple. 

I noticed—I didn’t have a copy of your splendid statement before 
me. I think you said this: “If it is accomplished honestly, fairly, 
and promptly.” I noticed you use those three words. It worries me 
a little bit to have you throw into the picture the term “honestly.” 
Representing a big segment of industry as you do, it is the first time 
I think that we have had that suggested there. I only make this ob- 
servation on your language there because it was very significant to 
me, that you used that term, “honestly, fairly, and promptly.” 

I am sure that the committee here and Congress is going to expect 
that there will be nothing other than absolute honesty in the whole 
transaction on both sides, both bidders and buyers and sellers. Any- 
thing else entering into this sort of a disposal would not only be re- 
pugnant but it would be, it seems to me, disastrous. 

Don’t you agree with me/ 

Mr. Serpertine. Absolutely. 

Mr. Doytx. There is one other observation. 

While you didn’t stress it, 1 took from your language as I listened 
to you that one reason you felt that an extension of the period, total 
period involved, was essential, was in order to permit so-called units 
of the industry less than the majors in financial resources to get them- 
selves together, either separately or in groups, in order to be able to 
raise the necessary capital and make a total program. 
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I take it, Mr. Seiberling, from your testimony and the testimony of 
all the other witnesses representing the smaller segments of the in- 
dustry, as well as the larger—you have all agreed so far as the smaller 
segments are concerned that small industry must have opportunity 
cy time to get their financial house in order, in order to competitively 

id. 

Therefore, am I right in assuming that one reason you advocated an 
extension of time is in order that + dw can be really competitive bid- 
ding, instead of just limiting the ability to bid to the 4 or 5 major 
rubber concerns? 

Mr. Sereertinc. That is correct. 

Mr. Doyte. One other observation. 

You stress so much the advisability of the Commission. Yet, while 
I havn’t asked any witness questions on this point, I did suggest to 
the chairman of the committee that in my consideration of the num- 
ber on the Commission I have concluded that perhaps from all the 
factors involved that a Commission of 5 inaheell of a Commission of 
3 might be very wise. 

In connection with a Commission of 3, 1 of the members thereof 
- during the period, 6 months or a year, might suffer an unfortunate 
accident, either in death or in critical illness, which would eliminate 
him from functioning. 

Furthermore, as I have heard the witnesses, I have come to the 
conclusion that a wider representation of American business on this 
Commission might well be in order. You, yourself, just now have 
— something of an accountant or an auditor or an engineering 

rm. 

Have you any observation to make on that? Have you thought 
of it at all in this consideration ? 

Mr. Sermertine. As a general rule, Mr. Doyle, the smaller the com- 
mittee I think the more efficiently and expeditiously it can work, 
because simply of the fewer numbers. I don’t think it is fatal to 
enlarge it to 5. I personally would prefer 3, because I think it would 
be sufficient to get the job done and done well. But if others feel it 
ought to be 5 in order to have more representative talents present 
studying the problem, fine. 

But I think you should avoid by every means getting a Commission 
that in effect becomes a political organization and logrolling and that 
sort of thing, because that gets away from the heart of the matter, and 
that is what are the practicalities and what are the best to do for the 
Government and the industry. 

This isn’t a political proposition. This is a very difficult business 
transaction on a big scale. 

Mr. Dorr. Well, there certainly has been no politics in the hearing 
before this committee and I hope to goodness there is no politics. 
There is no reason for partisan politics in a thing like that. 

Mr. Serpertine. That is right. 

Mr. Doytr. I want to say, Mr. Chairman, that my question and the 
witness’ answer were put in the record for the benefit of the members 
who are not on this committee. 

Mr. Suarer. Any further questions? 

(No response. ) 
Mr. Suarer. Thank you very much, Mr. Seiberling. 
Mr. Serpertine. Thank you. 
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Mr. Suarer. Mr. Crosby of the Thiokol Co. 

Glad to have you with us, Mr. Crosby. 

Mr. Crossy. Thank you. 

Mr. Suarer. You may proceed. 

Mr. Crossy. Thank you, Mr. Chairman. I appreciate this oppor- 
tunity of appearing here. 

My name is Joseph W. Crosby. I am president of the Thiokol 
Chemical Corp., Trenton, N. J., producers of synthetic rubbers and 
chemicals. 

I should like to support the bill H. R. 5425, providing for the im- 
mediate disposal to private industry of the synthetic-rubber-produe- 
ing facilities now being operated under Government jurisdiction. 

Because of our country’s dependence upon natural rubber and our 
lack of general purpose synthetic rubber production at the onset of 
World War IT, it was necessary and desirable that the Government 
step in to assure an integrated and sufficient program for synthetic 
rubber production. 

This was done successfully with the result that we now have a large 
synthetic rubber industry still run by the Government, as well as 
numerous producers of special purpose synthetic rubbers. The time 
has certainly come when it is desirable to turn over to private industry 
the Government-owned synthetic rubber facilities. 

GR-S and butyl] rubbers are definitely established as useful and 
desirable products rather than inferior wartime substitutes for nat- 
ural rubber. This is evidenced by the growing use of these rubbers 
at a time when natural rubber is freely available. For many uses, 
either GR-S or natural rubber may be used and the choice is made 
solely on economic considerations. For some uses, GR-S and butyl 
are superior to natural rubber and would be used even at a higher 
orice. 
Numerous chemical, rubber, and petroleum companies have par- 
ticipated in the operation of the Government plants and are thus 

rfectly competent to manage them. Other companies are engaged 
m producing special rubbers and resins using similar techniques and 
equipment. 

They also would be perfectly able to operate plants so as to insure 
to this Nation an adequate supply of synthetic rubber. Although 
much has been done under Government auspices in research and devel- 
opment toward the improvement of synthetic rubbers, it has usually 
been found that the initiative provided by private ownership and com- 
petition stimulates greatly the preparation of better products. 

The Thiokol Chemical Corp. represents an excellent example of 
the successful operation of free enterprise in the synthetic rubber 
industry. Before 1940, neoprene rubbers produced by duPont and 
the rubbers produced by Thiokol were the only synthetic rubbers in 
commercial production in this country. Both types of products were 
used mainly as oil-resistant rubbers. During the war period, we 
placed our entire effort toward developing and producing materials 
for military requirements. As we had no opportunity to develop new 
peacetime uses, the company was in the a of operating at a loss 
when these military requirements were eliminated. Asa result of the 
Government rubber program and the resulting stimulus to production 
of oil-resistant rubbers by private industry, a variety of types of other 
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synthetic rubber, both general purpose and oil resistant, was freely 
available at the close of the war. 

In spite of keen competition from large companies, Thiokol, by con- 
tinued research and development on new products and new applica- 
tions, went from this precarious position in the synthetic rubber field 
to one in which the rubbers were so important to the military pro- 
gram that it was necessary to place them on allocation after the Korean 
crisis arose. 

By increasing production facilities, it was found possible to supply 
the needs of the military as well as essential civilian requirements. 
General purpose synthetic rubbers are in such a relatively stronger 
position now than were the Thiokol type rubbers 8 years ago that there 
can be no doubt of the advisability of letting them stand on their own 
feet in a competitive economy. 

A much more difficult decision than the almost self-evident advisa- 
bility of turning over the facilities to private industry is the method 
of disposal. With only several exceptions, the GR-S plants have been 
operated by the large rubber companies which are the largest con- 
sumers of GR-S. The multitude of smaller rubber companies which 
have neither the technical experience nor a financial position sufficient 
to take over plant ownership and operation should be protected so as 
to insure them a fair competitive position in the industry. 

Petroleum-based butadiene is appreciably cheaper than that derived 
from alcohol. However, production capacity of the petroleum-based 
material is inadequate to supply the demands for GR-S rubber. It 
would be manifestly unfair for small business to be cut off from a sup- 
ply of GR-S or be forced to buy GR-S from alcohol-based butadiene 
at a higher price than their large competitors. 

It anes 6g preferable to limit the large rubber-consuming opera- 
tors to one operating plant with the others being sold to chemical 
companies, petroleum companies or combinations of small rubber or 
chemical companies. This will avoid a completely captive market 
for GR-S. 

In the case of butyl rubber, there are only two producing plants, and 
it would even be more inequitable to allow either of them to be pur- 
chased by any of the large rubber companies to the exclusion of its 
competitors, both large and small. 

The butyl rubber process was invented by Standard Oil of New 
Jersey who were engaged in building a plant themselves at the out- 
break of World War II. In the interests of national defense they 
turned over the plant and the process to the Government. Standard 
Oil and Humble Oil have operated the two butyl plants since their 
construction. In the interests of national security and protection to 
all rubber users, it would be advantageous to allow these plants to be 
purchased by these same petroleum companies who invented the proc- 
ess and alone possess operating experience, 

The fact that duPont was allowed to purchase from the Government, 
the neoprene facilities which they operated appears to us to be a very 
strong argument in favor of Standard Oil and Humble Oil being 
allowed to purchase the butyl plants from the Government. 

There can be no question of a monopoly on butyl rubber production. 
Polymer Corp. in Canada is producing butyl under license from Stand- 
ard Oil, who have indicated their willingness to license others on the 
same reasonable terms. In fact, Thiokol has already received from 
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Standard Oil assurance of a license to manufacture butyl rubber, as 
well as all of the engineering information necessary for plant opera- 
tion. Dependent on suitable financing arrangements, Thiokol Chemi- 
cal Corp. intends to build a plant to enter into the manufacture of 
butyl rubber. 

In conclusion, I urge the passage of this bill with adequate provision 
for the protection of the small rubber consumer by not allowing the 
large rubber companies to obtain a dominant position in GR-S or 
butyl manufacture. 

I would like to add, Mr. Chairman, that our company also partici- 
pates in the Government-owned Kentucky Synthetic Rubber Corp., 
which I did not include in my statement. 

Mr. Suarer. Well, that is an excellent statement, Mr. Crosby. 

Have you any suggestions how we can better write into this legisla- 
tion the protection that you seek? 

Mr. Crossy. It is a pretty difficult problem, Mr. Chairman. This 
whole thing is quite complex. There have been several suggestions. 
I think Mr. Freedlander suggested yesterday a certain percentage of 

roduction be made available on the free market, something along that 
fine, I think, during what I would term a transition period. Eventu- 
ally, why, competition will take care of these things. But it is a 
pretty difficult problem we are faced with here in trying to hand this 
over to industry, and unless there are some safeguards during that 
interim period, why, it is conceivable that some smaller companies 
may be denied access to their raw materials. 

Mr. Suarer. Well, the President has called for a competitive pat- 
tern in the industry and it would seem to me that the legislation now 
before us gives that. It puts the responsibility on the Commission 
to see that the plants are sold to create such a competitive pattern. 

Mr. Crospy. I am not advocating that any legislation be written 
into the bill. I think a lot depends upon the interest displayed in 
these plans and the decisions of the Commission. But I think there 
has been enough said in previous testimony, that there is some con- 
cern that the smaller companies could be, for a period of time, at least, 
in a rather precarious position. 

Mr. Suarer. Are there any questions? 

Mr. Corr. Yes. 

Mr. Suarer. Mr. Cole. 

Mr. Core. I just wondered what Mr. Crosby’s reaction was to the 

rovision in the bill that requires that the plants which are not sold 
placed in a standby, nonproductive status for a minimum period of 
2 years? 

Mr. Crosry. I think that that is advisable. 

Mr. Coie. Well how can you match up that feeling with the feel- 
ing that a provision should be put in all of the contracts requiring a 
certain percentage of production be made available to independent 
users ¢ 

Mr. Crossy. Well, the—— 

Mr. Corr. On the one hand you require production for independent 
users, available for independent users, and on the other hand you 
say there shall be no production from which independent users might 
get their product. 

It seems to me the two philosophies are inconsistent. 
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Mr. Crospy. Well, I think you are attempting to say there, are you, 
that if there are not sufficient purchasers, that the Government should 
continue in business? Is that-— i 

Mr. Core. That is what the bill provides, that those plants which 
are not sold through private capital shall no longer be productive, 

Mr. Crospy. Well, where is the inconsistency in my point, there, 
Mr. Cole? Iam not quite sure what you mean. : 

Mr. Coxe. Well, where you take a plant out of production of a 
commodity which you feel might be in short supply, you deny to 
those who need that commodity the opportunity of getting it. 

Now, on the other hand, you say as to those plants which the Gov- 
ernment does sell, the Government must exact a condition from the 
buyer that he will make available to the open market a certain per- 
centage of his production. 

Mr. Crossy. It just means there would not be quite as much to go 
around as there was before. 

Mr. Suarer. Well, isn’t the real fear on your part the Government 
competition 

Mr. Crospy. Yes. I do not feel that the Government should 
compete—— 

Mr. Suarer. Certainly you don’t want to see the Government com- 
pete in business and compete with plants to be sold. 

Mr. Crossy. That is correct, I do not believe they should compete 
with private industry. 

Mr. Suarer. Mr. Durham? 

Mr. Durmam. Mr. Chairman. 

Mr. Crosby, what is your base that you use for the production of 
synthetic process, the petroleum butadiene or the alcohol? 

Mr. Crossy. Neither. In the Thiokol Corp., our chemicals are en- 
tirely different and in free supply, materials such as sulfur, caustic 
soda, ethylene oxide, formaldehyde, hydrochloric acid. They can be 
purchased on the open market, and they are freely available. 

Mr. Durnam. Why I ask that question, of course, is the fact that 
in your statement here you state that there is some worry about the 
competitive position that these two processes will be in. In other 
es. we might be in position here of taking over all of the butadiene 
process and running the alcohol process out of existence. 

What do you think—do you think there is any danger in that?) Of 
course, we had to do it on account of necessity. These people are 
going to bid on the alcohol plants when the thing faces them. 

Mr. Crospy. Well, as I understand it, the yo ae de plants can’t com- 
pete with the petroleum butadiene. 

Mr. Durnam. We have had always that before us, of course. 

Mr. Crospy. I think that is one of the problems that we are going 
to be faced with in this disposal, is how to make that gap up in the 
meantime. Eventually, it will be taken care of. But in the meantime 
during this transition period, it might be conceivable, purely as a sug- 
gestion, that the Government may have to subsidize someone to 
operate those plants. 

That butadiene could be made available to the consumers at the same 
price as the petroleum butadiene. 

Mr. Durnam. Well. your process was already in being at the begin- 
ning of the last war, as I recall? 

Mr. Crospy. Yes, sir. 
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Mr. Durnam. What position did you take at that time? Did you 
offer your facilities and everything into this pool, just like the rest of 
them did, the butadiene cae all, to the Government? It has never 
been used, is why I asked you. 

Mr. Crospy. Our products are strictly special purpose and they did 
not fit into the general-purpose program. We offered whatever facili- 
ties were available at the beginning of the war. There actually was 
a product that was included in the Baruch plan and provisions were 
made to produce it, but it was not considered necessary and the plans 
were dropped. 

Mr. DurHam. That is the way I recall it. Because I wanted it a 
matter of record at the present. It didn’t appear at that time. It was 
just a matter of economics and other things involved then. 

Mr. Crossy. That is right. 

Mr. Durnam. We didn’t use your process. There was not reluc- 
tance on your part not to turn over to the Government all the facilities. 

Mr. Crossy. No, sir. I think we cooperated 100 percent. 

Mr. Durnam. Now the other question which was touched on a 
minute ago; you said you had no opportunity to develop new peace- 
time uses. The company was in the position of operating at a loss 
when these military requirements were eliminated. 

Now how long did that period run against you, in your operation é 

Mr. Crospy. ‘Two years. 

Mr. Durnam. Two years? 

Mr. Crospy. Yes. 

Mr. Duruam. What was the cause of that? What was the real 
cause of that, do you think? 

Mr. Crospy. Well, the real cause of it was that competition due to 
the Buna N type rubbers, which could be produced more economically 
and could be used to better advantage by the rubber companies, cap- 
tured most of our prewar market, and we could not produce peacetime 
products during the war because the raw materials would not be made 
available for such use. 

Mr. Durnam. Where you had no capital to acquire the raw mate- 
rials, was that the primary reason / 

Mr. Crossy. No. The raw materials were on allocation for the 
war effort and could not be used for peacetime products, 

Mr. Durnam. Was it the Government operation that kept you in 
that position 

Mr. Crospy. No. We can’t blame the Government operation. The 
war effort, yes. But there was no one’s fault there. It was strictly 
the war conditions. 

Mr. Durnam. You said the war effort. It was in fact because it 
was a Government operation, of course. Of course, it was one of the 
circumstances. There was nothing else we could do. 

Mr. Crossy. The Government synthetic rubber program did not 
help Thiokol Corp. We have no quarrel with that program. Asa 
matter of fact, we think it was a marvelous program. I think indus- 
try in general is to be congratulated at the cooperation they gave the 
Government in getting that synthetic rubber industry started, because 
it actually was a near miracle. 

Mr. Durnam. I am asking these questions—— 

Mr. Suarer. Pardon me, Mr. Durham. 
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Mr. Crosby, I wonder if you would bring the microphone just a 
little closer to you. I think we can hear better. 

Mr. Crossy, All right. 

Mr. Duruam. What kind of position do you think you are going 
to be in if we turn over all these plants to private enterprise? You 
are advocating it. You evidently must feel that it is not going to 
put you in position—you operated 2 years before at a loss. 

r. Crospy. No, sir. We welcome competition. We think it is the 
right thing todo. Probably the competition will be keener when this 
is handed over to private a dg But our position, we feel, is estab- 
lished in this field and it is up to us to maintain our position or improve. 

Mr. Durniam. You must feel that you have improved your process 
considerably, then ? 

Mr, Crossy. Well, there is always room for improvement. 

Mr. Durnam. Yes. 

Mr. Crossy. That is a continuing process. 

Mr. Duruam. I was rather amused at that, because of the fact, as I 
recall your position here before—you appeared here in 1940, wasn’t it, 
or 1939? 

Mr. Crossy. No, sir. 

Mr. DurnaAm. Your company did. 

Mr. Crosspy. The company may have appeared here. 

Mr. Duruam. Now I notice here that you say you intend to build a 
butadiene plant. 

Mr. Crospy. A butyl plant. 

Mr. Durnam. Yes, a butyl plant. You are having to do that on 
account, you think, of competition which would exist in this turn- 
over of all of these plants to private enterprise / 

Mr. Crosny. Well 

Mr. Durnam. To protect your own interests, that is what I am 
asking. 

Mr. Crossy. Not the protection of our own interest in this particu- 
lar case. It is more on the basis that we feel that butyl rubber has 
probably a greater chance for expansion or growth than the other 
type synthetic rubbers, even though they all may expand. But we 
feel that our position is such that we can do an excellent job in the 
development of butyl. 

Mr. Duruam. Does butyl meet your requirements at the present 
time, for your operation ¢ 

Mr. Crospy. No, sir; it is an entirely different process. 

Mr. Durnam. That is all, Mr. Chairman. 

Mr. Corz. Mr. Chairman, could I ask Mr. Crosby just one question? 

Can you explain to me, Mr. Crosby, why justification for the provi- 
sion with respect to unsold plants, which says the Government can’t 
lease any of them for the production of rubber except that it may 
lease an unsold plant for the production of rubber from the alcohol 
butadiene process? Whiat is the reason for prohibiting the leasing of 
a plant for rubber production from one process and permitting it on 
another? 

Mr. Crosspy. You think the leasing of a plant is tied down to the 
manufacture of butadiene, Mr. Blandford? It hasn’t anything to do 
with synthetic plants, the copolymer plants. 

Mr. Buianprorp. If I may answer the question, Mr. Cole. The an- 
swer is that the sale price, of course, will have a great deal to do with 
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the price of synthetic rubber and, were you able to lease a plant for the 
manufacture of synthetic rubber, you might be at a very distinct 
advantage over those who had purchased the plants. 

On the other hand, we recognize that there is going to be some 
demand for butadiene that might be in excess of the petroleum buta- 
diene supply. We do not want to close the door to the potential 
manufacturer of alcohol butadiene. We are not closing the door to 
the possible sale of an alcohol-butadiene plant. 

We don’t anticipate that there will be any purchaser of an alcohol- 
butadiene plant, but nevertheless, with a possible shortage of butadiene 
for perhaps a year or two, it would be very advantageous to the Gov- 
ernment to have those plants leased for the manufacture of alcohol 
butadiene. Because it will just reduce that much cost to the Govern- 
ment for maintaining them in standby. ‘That is the purpose, Mr. Cole. 

Mr. Core. I see. 

Mr. BLanvrorp. | have several questions. 

Mr. Suarer. Mr. Blandford. 

Mr. BLanprorp. Now, Mr. Crosby, one of your suggestions bothers 
me. Tam not sure whether you want—I assume when you say it would 
be preferable to limit the larger rubber-consuming operators to one 
operating plant, you mean to one operating plant each. 

Mr. Crospy. That is right. 

Mr. Bianprorp. And not to just one plant for all of the Big Five? 

Mr. Crospy. No, sir; that is right. 

Mr. Bianprorp. Now, if you did that exactly the way you suggested 
it, wouldn’t you be in a difficult position of having everybody going 
after the large copolymer plants and no one going after the small ones 
and the devil take the hindmost? In other words, your capacity of 
these copolymer plants varies. You have some 99,000-ton capacity 
plants, one with 120,000, some as low as 30,000. If you confined the 
purchaser to a facility, his competitor might well end up with a facility 
which could make just three times as much as he could make. 

To attain your objective, would it not be better to provide or at least 
to indicate in the hearings and in the report that in arranging for the 
sale of these plants the Commission should attempt to limit the pro- 
duction potential of any one manufacturing company to a percentage 
of the total—in other words, not permit any company to buy plants or 
facilities which would be able to manufacture over and above a per- 
centage of the total production? Wouldn't that accomplish what 
you seek? 

Mr. Crosry. Yes, I think it would, Mr. Blandford. 

Mr. Bianprorp. Rather than limit—— 

Mr. Crossy. No, sir. 

Mr. Bianprorp. The sale by facilities, because there you are in a 
very serious problem of which facilities they would buy. Would 
you accept that correction ? 

Mr. Crossy. I would accept that; that is right. I don’t have a 
strong feeling on this. I said it would be preferable. But I would 
accept your explanation. 

Mr. Bianprorp. You can see the problems that would immediately 
arise, 

Mr. Crospy. That is right. 

Mr. Buanprorp. If you limited it to a facility. 

Mr. Crossy. That is right. 
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Mr. Buianprorp. I have no further questions, Mr. Chairman. 

Mr. Suarer. Any further questions? 

(No response. ) 

Mr. Suarer. Thank you very much, sir. 

Mr. Crospy. Thank you, sir. 

Mr. Suarer. Mr. Crosby. 

Mr. Crossy. Yes. 

Mr. Suarer. Mr. Trainer, Firestone Tire & Rubber Co. 

Mr. Bianprorp. I think he is still airborne. I might say for the 
record that the tornadoes in Ohio have upset Mr. Trainer’s schedule. 
I am advised that he is due in at 11:05 at the Washington Airport; 
and, if we may call the next witness, I think Mr. Trainer will be 
here after that. 

Mr. Suarer. Tom Robins, the Hewitt-Robins Co. 

Mr. Suarer. Mr. Robins, the committee is glad to have you with 
us. We welcome you and also your fine comptroller, Ellis Gardner. 
Glad to have you here. 

Mr. Rosins. Thank you, Mr. Chairman. 

My name is Thomas Robins, Jr. I am president of Hewitt-Robins, 
Inc., and I am also president of Kentucky Synthetic Rubber Corp., 
the latter being a jointly owned company which operates the Govern- 
ment-owned copolymer plant at Louisville, Ky. 

I appreciate this opportunity of appearing before your committee 
and will say at the outset that, speaking for our own company, 
Hewitt-Robins, lic., we are in very general agreement with the pro- 
visions of the bill as offered. 

Hewitt-Robins manufactures no tires. We are, however, a sub- 
stantial factor in the manufacture of conveyor belting and other 
rubber products used by industry, and we are also a substantial fac- 
tor in the foam-rubber business. Of all the many companies not en- 
gaged in the tire business but in other phases of the rubber business, 
we are perhaps the largest consumer of rubber, including natural and 
synthetic, dry and latex. Nevertheless we are a relatively small com- 
pany by comparison with the Big Four and other large tire manu- 
facturers. Our $35 million of annual sales looks small compared with 
the $1 billion output of one or more of the Big Four. 

From study of the testimony hitherto delivered before your com- 
mittee and your questions with reference thereto, it seems to me that 
you are especially concerned about 2 specific phases of this problem, 
and I will try to give you our present thinking with reference thereto, 

The first of these relates to the question: Is there a possibility of the 
smaller rubber users being frozen out of their raw-materials supply 
under any conceivable synthetic plant ownership pattern which might 
result from the operation of this legislation ? 

Our own feeling is that such a development seems to us most un- 
likely. We believe that the working of normal competitive forces will 
result, if necessary, in the expansion of the producing facilities, 
whether owned by large or smal] companies, to the full extent needed 
to take care of all demands, whether such demands come from small 
or large consumers. 

In my 34 years’ association with our company, 18 of them as presi- 
dent, I can recall a number of instances where desirable raw-material 
components were in temporary short supply. I cannot recall a single 
instance, however, where such shortages continued to exist for more 
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than a few weeks or, at most, a few months before someone undertook 
to supply the facilities to capture the increasing business as it became 
available. 

If you wish to write additional protection into the legislation on 
this point, however, the law might specifically provide that the dis- 
sale agency should not sell copolymer facilities to companies who are 
also rubber consumers in such a manner as to permit any such con- 
sumer-purchaser acquiring facilities the proportionate ca- 
pacity of which are in excess of his traditional proportionate consump- 
tion. I believe Mr. Tisdale, of the United States Rubber Co., and 
Mr. Freedlander, of Copolymer Corp., made suggestions much along 
these same lines. 

A second point on which considerable discussion has taken place re- 
lates to the Akron pilot plant and research facilities. We note that 
section 11 of the bill provides that this facility should not be sold, 
and section 9 calls for its continued operation for 1 year after plant 
disposal. We would like to see a provision made for continued opera- 
tion and Government ownership of this facility for a period of 5 years, 
the Government to provide the funds necessary only for maintenance 
of the facility and a nucleus of a research staff, with the understanding 
that by grant or lease and the payment of proper allocable costs the 
facilities and nucleus personnel could be availed of by nonparticipants 
in thep lant purchase arrangements or, for that matter, by participants 
also. 

We specify a term of 5 years because we have a feeling that such a 
period, and not much less time, might see the formation of a privately 
sponsored rubber research institute or something along those lines 
which will fill the gap, for the smaller user, of the research program 
carried on these past few years with Government money, but for the 
most part staffed by a relatively small group of privately employed 
research and development men. 

I mentioned my connection as president of Kentucky Synthetic Rub- 
ber Corp. For your information, that company has 11 coequal part- 
ners, 9 of them being fairly substantially sized nontire rubber manu- 
facturers; one—Thiokol Corp.—is itself a manufacturer in its own 
plants of a widely used synthetic-rubberlike material; and an 
eleventh company itself is a joint company owned by 9 relatively small 
rubber footwear manufacturers, which means there are 19 companies 
participating in that operation. 

I might say that our own company, with only 4 partners, coopera- 
tively ran the Louisville plant during the years 1942-47. 

We formed this latest group together just after the Korean emer- 

ency to reactivate and operate that same Louisville 30,000-ton plant. 
| en a standing start on September 1, 1950, and with some very help- 
ful time-saving initial assistance from Firestone—it was also offered 
by the other three of the Big Four—we got our own organization of 
400 people together and produced rubber early in December of that 
ear 


I believe the record shows that the time from mothballs to produc- 
tion was the shortest of any of the plants in standby pre-Korea, 
despite the magnitude of the demothballing which cost $2,000,000. 
Furthermore, our consistent record of meeting production schedules 
and high quality output, has been fully in line with the best results 
of any plant in the program. 
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Whether any or all of the present constituents in Kentucky Syn- 
thetic will be successful in the acquisition of an interest in one of the 

lants under private operation remains to be seen. Several of us at 
east are spending a lot of time and study on the situation and very 
probably will take part in the bidding. 
~ Ido want to make two suggestions in this respect. Because of many 
problems in lining up such multicompany bids, we would like to see 
a period of 120 days instead of 90 elapse between the date the law be- 
comes effective and the date bids are opened. adh 

The problem of making a bid and arranging for joint venture 
shares of finance involved are not inconsiderable, and the extra 30 
days or so would be most helpful and would, I feel sure, result in the 
sound formation of the strongest possible group to bid for a plant. 
Such a group may very possibly include companies not now in any 
GR-S plant operating group. ; 

Second, it seems to be generally recognized and intended that there 
will be a certain amount of flexibility in the negotiating — fol- 
lowing the opening of bids. It seems to us important that during that 
period where price and financial responsibility may substantially 
change, they may be a certain realinement within joint company 
groups. 

We hope that nothing in the bill would prohibit such realinements 
and assignments of interest in the bids during the negotiations that 
follow. If you feel it desirable, you might limit such realinement 
activities to the first half of the “period of negotiation.” 

We favor the “down payment provisions” of your bill, namely 10 
percent of the bid or $1 million, whichever is the lesser. We think the 
lower “earnest money” provisions of the Senate bill would be an en- 
couragement to irresponsible bidders and would render even more dif- 
ficult for the disposal agency the screening-out process required from 
the national security standpoint. 

Again let me say that we appreciate the opportunity of appearin 
before you. We would have no great concern if the bill were cone 
in exactly its present form. We do think some minor modifications 
as outlined, even if not strictly necessary, would be helpful, particu- 
larly to the medium-sized and smaller companies so vitally interested 
in this important matter. 

We definitely recommend the prompt disposal of the plants. Asa 
member of the International Rubber Study Group delegation these 
past 6 years, I feel sure that, among other things, our foreign rela- 
tions will benefit by such a move. In addition, you will accomplish 
the fundamental objective of “desocializing” a key industry, the ini- 
tial “socialization” of which was necessary only as a national defense 
measure. 

To summarize our recommendations: 

1. If there is concern about freeze-out of supply, provide only that 
no consumer-purchaser gets more production capacity than his pro- 
portionate share of past consumption. 

2. Keep the Akron pilot plant and research staff as a Government- 
sponsored operation for 5 years instead of 1, but let it do research 
work on contract for the account and at the expense of private 
concerns. 

3. Give us 120 days instead of a maximum of 90 days to get our bids 
ready. 
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4. Allow for reasonable realinement within bidding companies dur- 
ing at least the first half of the “negotiating period.” We visualize 
the necessity of granting to the disposal agency very broad powers 
indeed, to the extent that it should have the power to authorize and 
negotiate quite substantial combinations and readjustments between 
bidders so as to produce the strongest and most equitable fabric of 
plant ownership. 

>. Do not reduce the “earnest money” requirements of the bill as 
written. 

Thank you. 

Mr. Suarer. Thank you very much. It is an excellent statement. 
Your suggestions are very much appreciated. 

Mr. Cole? 

Mr. Corr. No. 

Mr. Suarer. Mr. Bishop? 

Mr. Bisnor. No. 

Mr. Suarer. Mr. Philbin? 

Mr. Puitein. Not right now. 

Mr. Suirer. Mr. Durham? 

Mr Mr. Chairman. 

On your downpayment recommendation there, which is a little 
different from anything I think that we have had before, and on 
the earnest money, just why do you arrive at that conclusion, that this 
provision would provide some people with a more earnest bidding in- 
tent’ I don’t exactly get your point. 

Wouldn't that more or less have to be screened out by the Conunis- 
sion 

Mr. Rosins. Perhaps I didn’t express it very well, Mr. Congress- 
man. We don't feel too strongly on that question, but it didn’t seem 
to us that the earnest money to accompany bids of 20 percent of the 
bid, or 10 percent of the bid, or $1 million, whichever were the lesser, 
was out of line with the responsibility that any bidder is proposing to 
undertake. 

If he can’t get that much money together to accompany his bid —— 

Mr. Duriiam. He hasn't got much use bidding. 

Mr. Ropwins. Not for getting into an operation of this magnitude, 
in our opinion, but we don’t feel too strongly about it one way or the 
other. 

Mr. Duran. I noticed your last recommendation, or rather your 
fourth one, where you say “Allow for reasonable realinement within 
bidding companies.” 

Now what is the difficulty there? What do you think would be the 
difficulty? I understand your company has some 5 or 6 other allied 
companies; is that correct, from your statement here / 

Mr. Ropins. We have 19. 

Mr. Duruam. Nineteen / 

Mr. Ropins. Yes, sir. 

Mr. Durtiam. And—— 

Mr. Ropins. Eighteen, plus ourselves. 

Mr. Duauam. To your knowledge, does that exist in any other 
companies throughout the country 

Mr. Rosins. Well, Copolymer has eight in their group. 

Mr. Durnam. That was formed since the war. Your company has 
been in existence for a good many years. 


| 


1176 


_ Mr. Rostiys. No, sir. Our company, as it stands today, was organ- 
ized September 1, 1950, but our companies—— 

Mr. Durnam. That was a recent organization. I thought you were 
representing an old company. 

Mr. Suarer. What you mean—— 

Mr. Roprns. My rubber company, you mean. 

Mr. Durnam. The rubber company is an old company, isn’t it? 

, a Rosrns. Oh, Hewett-Robins is 100 years old, ninety-odd years 
old. 

Mr. Durnam. That was what I was thinking. 

Mr. Rosrys. But the synthetic rubber group operating at Louisville 
is about 3 years old. 

Mr. Duruam. Three years old. You think due to that fact it would 
be a considerable time where you have several companies involved ? 

Mr. Rosins. Yes, sir; I do. 

Mr. Duruam. In the operation. 

Mr. Rosrns. I could summarize my recommendation there by say- 
ing I feel the disposal agency should have very broad powers of nego- 
tiation. I visualize, for example—— 

Mr. Duruam. Here we are trying to cut the commission down to 
where it will operat», and we have to deal with a company that has 
19 men that are goin, to sit around the table. How are you going to 
get them all in agreement on this thing? 

Mr. Rosrns. I presume they will authorize some very much smaller 
group to speak for them. 

Mr. Duruam. I hope so. 

Mr. Rosrns. But it is quite a problem. 

Mr. Duruam. I say I hope so. 

Mr. Rostns. Yes. 

Mr. Duruam. If we have to go in and deal and negotiate with 19 
individuals in 1 company, now it is going to take some time. 

Mr. Rostns. Well, Mr. Durham 

Mr. Durnam. I can see where you would be concerned. 

Mr. Rosrys. Actually, in the negotiating of the operating agree- 
ments for the plants, we had a 3-man subcommittee which negotiated 

with the RFC. 

Mr. Durnam. I suppose somebody has authority to appoint 1, 2, or 
3, or whoever they want to appoint, to speak for the group? 

Mr. Rostns. That is right. 

Mr. Durnam. That is all, Mr. Chairman. 

Mr. Rosrns. But what I was driving at, if I could continue, Mr. 
Chairman—— 

Mr. Suarer. Yes. 

Mr. Rostns. Was, for example, you might have two groups bidding 
for a single plant independently. In my view, the disposal agency 
should be empowered to work out a deal, for example, where those 
two groups should be joined together to operate that plant. 

Mr. Durnam. Oh, I see. 

Mr. Rosrns. Something of that sort. 

Mr. Benner. Mr. Chairman. 
Mr. Suarer. Mr. Bennett. 
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Mr. Bennertr. The first statement there, in summarizing your 
recommendation : 

If there is concern about freezeout of supply, provide only that no consumer 

purchaser gets more production capacity than his proportionate share of his 
consumption. 
If you don’t mind, I would like to hear further from you on that, 
because I don’t quite understand how that would be accomplished. 
How would you, with only a few number of plants and many people 
involved, and the plants of different capacities—can you give me 
any suggestion? Can you give the committee any suggestion, as to 
how you can achieve the objective that you set out there? 

Mr. Roprns. Well, Mr. Bennett, we distributed a separate sheet, 
of which I think you should have a copy there, which shows the 
present annual capacity of the plants operated by each company 
or group of companies. 

If you will notice, the Big Four, for example, operate plants hav- 
ing an aggregate capacity of 60.4 percent, or 446,000 tons, out of the 
738,000 tons, the aggregate capacity, of all the copolymer plants, 
exclusive of the Institute plant. 

Now, in our view, that percentage is very much in line with what 
their actual consumption is reported to be. As a matter of fact, 
they are reported to consume approximately 63 percent of the total 
GR-S and their only operating plant producing 60.4 percent, which 
leaves 39.6 percent for the rest of the industry. 

Mr. Prien. So you would say that an arrangement which winds 
up with the big companies holding roughly 60 percent of these plants 
and then the independent companies the balance would be an equit- 
able and proper arrangement ¢ 

Mr. Ropins. It seems that way to me, Mr. Philbin. 

Mr. Bennerr. You don’t intend to enter into the byplay, the com- 
petition in the Big Four. You just feel that if the Big Four gets 
63 percent, regardless of whether Firestone gets all of them or not, 
everything is all right? 

Mr. Rosis. No, 1 went farther than that, Mr. Bennett. I said 
any one company should not get more percentage of production than 
its traditional consumption. I think that is what my memory 

Mr. You 

Mr. Bennerv. | 

Mr. Excuse me. 

Mr. Bennerr. | understand the objective, but I am not quite sure 
T still understand how you are going to accomplish it, when you have 
only a few plants. 

How are you going to distribute it? Are you going to limit the 
 pioriges rp of some plant which is capable of producing more, or 
iow are you going to divide it up? 

Mr. Rosrns. The first time around, Mr. Bennett, when the plants 
are sold, say in 1954, provide that as of that date no single purchaser 
should get more production capacity in relation to the total produe- 
tion capacity sold than his previous historical proportionate con- 
swimption. 

Mr. Bennerr. Well, isn’t that going to limit the amount of produe- 
tion you are going to have, then, of synthetic rubber? Suppose Fire- 
stone is entitled to maybe 20 percent and they get a plant which can 
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produce 30 percent—of course, I realize my figures are wrong. Then 
they are going to have to cut down that 10 percent on a plant which 
can produce the 30 percent ? 

Mr. Rostns. I think if you will look at this sheet, Mr. Bennett, you 
will see that the present percentages are rather realistic. 

Mr. Benner. Well, Firestone produces 17 percent, doesn’t it? 

Mr. Rozins. That is right. 

Mr. Bennerr. Suppose they wanted to buy plants that would pro- 
duce 30 percent. 

Mr. Ropins. I don’t think they should be allowed to. 

Mr. Bennerr. Well, you can’t make it come out even, an even 17 per- 
cent. So—TI mean it isn’t going to be a plant that just produces that 
much. So you are going to have some leeway. You are going to get 
a plant that produces much less than 17 percent or one that produces 
much more than 17 percent. 

You aren’t going to find one that produces right on the nose 17 
percent. How do you intend to make up that difference ? 

Mr. Rosrns. Well, Mr. Bennett, the figures are, for example, that 
the two plans operated by Goodyear have a proportionate percentage 
capacity of 15.6. The two operated by United States Rubber, 15.1; 
and the Goodrich percentage, 12.2; and the Firestone percentage, 17.6. 

Mr. Bennevr. And those are the ones that already are operating / 

Mr. Ropins. They are now operating. 

Mr. Bennerr. For the Government ? 

Mr. Rostns. For the Government. 

Mr. Bennerr. In other words, you are going to make them buy the 
ones they got now ¢ 

Mr. Ropins. Not necessarily. 

Mr. Puiiein. Or give no more. 

Mr. Bennarv. Or give them no more. 

Mr. Roprns. Sir? 

Mr. Pum. Or give them no more output than that. 

Mr. Rosrns. Give them no more output. 

Mr. Buanprorp. Isn’t Mr. Bennett correct? The effect of your 
suggestion would be to limit the bidding to certain plants. 

Mr. Putten. Or certain percentages. 

Mr. Rovins. Within certain limits. 

Mr. Buanprorp. Well, the limits are almost clearly defined. Fire- 
stone could bid on two plants, to come up with the percentage that they 
have now. 

Mr. Rozins. Or they could bid on two other plants of comparable 
total capacity. 

Mr. Puumer. That is right. 

Mr. Bennett. Wouldn’t that tend to eliminate the aspect of com- 
petitive bidding, by practically telling which company could buy 
which facilities? You practically tell them which ones they could bid 
on. And in a market where there are only a few people that can 
possibly bid anyway, it looks like the Government might wind up by 
selling these things awful cheap. 

Mr. Rosins. That was not the intent of my recommendation, 

Mr. Bennerr. I know it wasn’t your intent. I am just trying to 
find out how it would work. I think you made a fine suggestion, 
Your objective is splendid. I am just wondering how it could be 
worked out. 
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Mr. Bianprorp. Wouldn’t the answer, Mr. Robins, be the same as 
the question that was propounded to the previous witnesss, that if 
you put a limitation either in the report or if the commission under- 
stood that no one rubber company, one rubber manufacturer, could 
purchase facilities which could produce X percent of rubber, limit 

. é them to a percentage—wouldn’t that give you the same result? 

Mr. Rostys. That is what I had in mind. 

Mr. Bianprorp, But not confine it to 17.6 percent. In other words, 
say that no company, no single company or combination of companies, 

° ’ could purchase facilities which would produce in excess of 30 percent 
of the GR-S, or over 30 percent of the butadiene, or something of 
that nature. 

I think Mr. Bennett is quite correct, that if you stick to the pro- 
portionate share based on a historical basis, you have limited your id. 
ding definitely to certain plants. 

Mr. Ronis. I agree with your suggested revision. 

Mr. Bennetr. How about the possibility of allowing them to buy 
more, but requiring that over this 17.6, or whatever the figure may be, 
that they shall be required to have it on the open market for the 
small consumers ¢ 

Mr. Ropins. Our own impression is, Mr. Bennett, that any attempt 
to require compulsory set-aside for any specific groups gets you into 
no end of complications. We thought that over, and I believe others 
have said somewhat the same thing, that it gets you into complications 
that are pretty difficult. 

I do think, Mr. Blandford, that your figure of 30 percent for any 
one company is very much too high. 

Mr. Buanprorp, That may be too high. 

Mr. Rosins. I know you just picked it out of the air. But some- 
where around 

Mr. Buianprorp. On these figures, 20 percent for any one company 
would be high enough. 

. Mr. Rosrxs. 16 or 18, perhaps. 

Mr. Bennert. I have nothing further. 

Mr. Bianprorp. I have one question that intrigues me, Mr. Robins. 
Why did you lump together Midland and Los Angeles and Phillips at 

® ° Borger? What connection is there between Phillips and Minnesota 
Mining, just for my own information ¢ 

Mr. Ronins. Noneaptive producers. 

Mr. Buanprorp. Oh, I see. 

Mr. Ropixs. In other words, both Midland and Phillips use a very 
small part of their production. 

Mr. Buanprorp. There is no subtle suggestion 

Mr. Rosins. No subtle suggestion. 

Mr. Buanprorp, That there is a tie-in? 

Mr. Ropins. No. 

Mr. Bianprorp. I didn’t know. 

I have another question, Mr. Chairman. 

This suggestion that you be allowed a realinement within bidding 
companies during at least the first half of the negotiating period is 
very intriguing. I don’t believe the bill as drawn permits that. At 
the same time, I don’t think the bill prohibits it. I don’t know which 
would be the better system, frankly. It never occurred to me that 
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after all the bids are in, some bidder might like to get together with 
another bidder and say “Now, let’s you and I operate this plant to- 
gether.” My first reaction is that it might give the bidders a tremen- 
dous advantage and it might particularly give the present operators 
quite an advantage. And it might also give what might appear to be 
an unsuccessful bidder a very definite advantage if he happens to have 
friends in the right places with the other operating companies or with 
someone else who was a successful bidder. 1 

I am merely thinking out loud at this point, that your suggestion 
might permit a series of shenanigans that might be frowned upon by 
the Congress or anyone else that is involved in this disposal. Because, 
in effect, you would be taking the bids of one company and then going 
over to another company and saying “Now, it happens that you are 
second and it looks like this first company might get it, but if you 
can make an arrangement whereby the two of you will run this plant 
together, things might work out very successfully for all concerned.” 

I don’t know whether that would be sound or not, but it certainly 
might be possible under your suggestion. 

Mr. Ropsins. We recommend and we visualize that the disposal 
agency should have broad powers of negotiation. We think you have 
very wisely suggested the establishment of a nongovernmental com- 
mission. We think you have very wisely provided that everything 
that that commission negotiates shall be brought back to Congress for 
review. 

It seems to us rather unlikely that the disadvantages that you have 
just visualized here would not be offset by the deliberations and work- 
ing of the commission in the light of the fact that everything they did 
would finally have to come back to Congress. 

We presume and we are quite optimistic that not just 400,000 tons 
of capacity will be sold, but six to seven hundred thousand tons of 
capacity, and we visualize this broad power of negotiation as a menas 
of bringing about that end. 

Mr. Bianprorp. Well, I am just trying to think in my own mind 
why you can’t make these arrangements before the bidding starts, or 
about the time you are about to submit a bid. You are going to have 
to tell the commission where you are going to get your feedstock from 
and that means you are going to have to have a tie-in with a petroleum 
company producing butadiene. 

You are going to have perhaps all 19 members of Kentucky Syn- 
thetic, or perhaps 14 of them, whatever it turns out, that are going 
to be involved in this, and they are going to meet and agree upon a bid 
price. Then you are going to submit that bid to the commission. 

All things being equal, if that happens to be the high bid and you 
satisfy the other criteria, you will get the award of the contract, sub- 
ject to the approval of the Congress. 

Now, if midway in between the negotiating period somebody should 
come along and say “Well, we submitted a bid on this thing but after 
talking with some of the other people we have an idea that our bid 
isn’t very high, how about cutting us in on this transaction”—you 
might be giving the commission a very serious headache, because then 
you would be dealing with a question of who is to get the plant and 
particulary if there is more than one facility involved, it might in- 
volve a combination of facilities in which you might be giving the 
commission a terrific problem. 
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Why isn’t it better to make your arrangements in advance, submit 
your bid, and stand back and wait and see what happens? 

Mr. Rostns. Maybe that is what we will have to do. 

Mr. Bianprorp. I have no further questions. 

Mr. Pump. What was your thought in seeking a provision in the 
vill whereby you could realine your interest during the course of ne- 
gotiations and assign your interest to some other company ¢ 

Mr. Rostns. My feeling was that if the disposal agency has broad 
powers of negotiation, that you will get fair treatment for all segments 
of the industry and you will come up with the strongest possible 
fabric of plant ownership. 

Mr. Puts. Well 

Mr. Ropins. And such powers of negotiation in our view do include 
realinement of bidders to take into effect conditions that can’t be 
foreseen before the bids are made. 

Mr. Putiern. Would you have some fears, as Mr. Blandford sug- 
gested, that if such course were permitted by the bill, that you might 
have a group of independent bidders submit or be prepared to submit 
or be ready to submit a successful bid and then be in a position where 
they could turn it over to some other interest, with the result that 
instead of having an independent group of persons in some of these 
plants, you might have one of the Big Four? 

Mr. Rosrns. That last contingency I hadn’t thought of and I think 
it is very unlikely. 

Mr. Putter. Of course, I think the answer to that might be in the 
limitation—if a limitation were put in the bill restricting total output 
that any of the Big Four might hold I mean which was another sug- 
gestion that you made. 

Mr. Rogrns, That is right. 

Mr. Puitern. Now I would like to pursue one or two other matters 
that you presented here. 

I notice that you stated that our foreign relations would benefit 
by this disposal program. Now what was your thinking on that? 
I would like to have you elaborate somewhat on that view. 

Mr. Rostns. Well, as Mr. Shafer and Mr. Blandford know—they 
were at Copenhagen—the feeling of the natural rubber producing 
countries in Southeast Asia is very strongly to the effect that our Gov- 
ernment-owned synthetic rubber dustry is selling its product at less 
than full cost. 

As a consequence, it is providing unfair competition for natural 
rubber. The statements to that effect from the representatives of 
those countries have been on an increasing scale for the past 3 or 4 
years. 

The statement is frequently made by their representatives that if 
this industry were in private hands, they would not worry about the 
competition of synthetic rubber versus natural rubber, and let the 
most efficient material find its market at the right price. 

Mr. Puivern. Well, then, it would be all right in ordinary times. 
But in an emergency, we have to look to the national interest. We 
would like to be sure that in the event of further trouble, which is 
entirely possible, some contingency that we will have to take into 
account, that we will not have to go over this entire synthetic rubber 
situation again, but we will have these plants ready to produce syn- 
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thetic rubber and thus relieve our Nation of the dependency on foreign 
natural rubber. 

I mean you can appreciate that viewpoint, I believe. 

Mr. Absolutely. 

Mr. Duriam. Well, that is a very broad question, of course, and 
one I can say a lot about, but I am not going to right at this point. 

Mr. Puteri. You acquired your present interest through some Gov- 
ernment agency, did you not? 

Mr. Roprns. Well, the Reconstruction Finance Corporation 

Mr. Puiesix. You didn’t have any trouble, I presume? You wound 
up with a plant and you have been operating the plant ¢ 

Mr. Rosrns. Well 

Mr. Putter. Why do you suggest now—— 

Mr. Rostys. The Government owns the plant. They simply pay 
us a small fee to run it for them. 

Mr. Purr. You effected a lease 

Mr. Rosrns. An operating agreement. 

Mr. An operating agreement 

Mr. Rosrns. That is right. 

Mr. Priter. And apparently you didn’t have very much trouble 
doing it. You have been operating successfully, I take it / 

Mr. Ropins. Well, we haven’t made any appreciable amount of 
money by doing it, but we have operated the plant successfully. 

Mr. Prove. All right. My point was why should you now take 
the view that a commission rather than a Government agency could 
do this disposal job better 

Mr. Rosrns. I believe the Senate bill provides that three Govern- 
ment agencies would participate in the task. Certainly, they would 
do a good, efficient job. And we would have no strong feelings one 
way or the other. We prefer the idea of the independent commission 
drawn from private life, because of the very nature of the job and 
the fact that it seems to us speed is the essence of getting it done. 

Mr. Puinsry. And yet you would like to have the 120 days, instead 
of 90 days, to get your bid ready ¢ 

Mr. Ronins. The 120 days, in my recommendation, runs from the 
date the bill becomes a law. 

Mr. Bruanprorp. Yes, | was going to ask Mr. Robins if he would 
accept the same suggestion that had previously been made, that the 
90 days would run from the date the bids were first advertised. 

Mr. Rostys. In view of your explanation of that, I most definitely 
do accept that modification. 

Mr. Prins. You made an excellent statement, Mr. Robins. 

No further questions. 

Mr. Suarer. Any further questions? 

(No response. ) 

Mr. Suarer. Thank you very much, Mr. Robins. 

Mr. Trainer of Firestone has arrived. 

Mr. Snarer. Mr. Trainer, glad to see you here. 

Glad to see you survived the storm. 

Mr. Trarner. Yes, sir. 

Mr. Suarer. You may proceed. 

Mr. Trarner. Mr. Chairman, and gentlemen of the committee, 
my name is James Edward Trainer. I am vice president in charge 
of production and a director of the Firestone Tire & Rubber Co. 
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Firestone directed the construction of Government copolymer 
plants at Baton Rouge, La.; Lake Charles, La.; Akron, Ohio. To- 
day Firestone operates plants at Lake Charles and Akron. 

At all previous hearings of this subcommittee of the House Armed 
Services Committee, Mr. Harvey S. Firestone, Jr., chairman of the 
Firestone Tire & Rubber Co., has come before you to express his 
views on rubber legislation. 

Mr. Firestone is still in Europe on an inspection tour of the Fire- 
stone plants after having attended the 10th meeting of the Inter- 
national Rubber Conference in Copenhagen. He has however sent 
us his views with respect to rubber legislation and I would like to 
present his statement on bill H. R. 5425. 

This is Mr. Firestone’s statement, and I quote: 


In testimony before various congressional committees, as far back as 1947, I 
have urged that the manufacture of synthetic rubber be placed entirely in the 
hands of private industry. In testimony before a Senate committee, on June 6, 
1950, I stated in part: 

“The obligation to furnish the synthetic-rubber requirements of the rubber 
industry in peacetime and to bear the costs of operating such an enterprise should 
not coptinue to be assumed by the Government any longer than is necessary. 
Our company is prepared to take over from the Government our share of these 
responsibilities, and furthermore to accept the conditions of the Government se- 
curity agencies with respect to national security. * * * 

“Industry will be impelled to accelerate synthetic-rubber production, research, 
and development in the climate of competitive free enterprise which has been 
responsible for American industrial progress down through the years. Continued 
governmental operation is inconsistent with the democratic form of Government 
and its system of competitive free enterprise for which this country stands, and 
which it is attempting to foster throughout the world. 

“Our interest in securing the independence of this country with respect to the 
supply of rubber at a reasonable cost is historical, and | wish to repeat what I 
have said many times: that our synthetic-rubber industry is the best paidup 
insurance policy that this country ever had. It is vital to our national security 
and to our economic independence that we maintain this industry. In my opinion, 
this can best be achieved by having manufacture and research of synthetic rub- 
ber returned to private industry at the earliest practicable time.” 

My position today is unchanged. I believe that now is the time to sell these 
Plants. I further believe that the principles incorporated in bill H. R. 5425, 
properly administered, will achieve this objective. 

The development of a practical disposal plan at this time should give recogni- 
tion to the basic causes of why the synthetic-rubber industry in this country has 
attained outstanding success in the short period of 10 years. 

The enviable position that the Uinted States has achieved in the field of syn- 
thetic rubber is due to the fact that the actual production of synthetic rubber, 
with its related development work, was carried on by manufacturers of rubber 
products. By working simultaneously on the problems of producing synthetic 
rubber and the problems of producing the highest-quality end products, different 
types of synthetic rubbers have been developed that have given excellent service. 
Moreover, synthetic rubber has been extended to a very high percentage of use 
in all tire and other rubber products. 

It was the rubber manufacturers who, about the time of Pearl Harbor, were 
assigned the tremendous task of designing and constructing the synthetic-rubber- 
producing plants (copolymer plants) and were then requested to staff and 
operate them for the Government. It was the rubber manufacturers who as- 
sumed the responsibility for research and development of synthetic rubbers. It 
was the rubber industry that turned over to the Government, under a patent- 
pooling agreement, all of the know-how they had achieved before the war. 

In the interests of the strongest possible national security, it is essential, there- 
fore, that under the terms of a disposal pian, the objective should be to retain the 
industry pattern that has already proved itself to be so successful. 

There are certain specific aspects of the disposal program on which I would 
like to comment: 

1. It is my understanding that a limitation has been placed upon the amount of 
inventory of synthetic rubber that the RFC may accumulate. It is my recom- 
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mendation that this limitation be removed, and that between now and the time 
when facilities are transferred to private industry, the RFC be authorized to 
continue to produce to maximum capacity and to accumulate, if possible, an 
inventory of rubber up to 200,000 tons. 

2. Inasmuch as industry will pay a fair price for the facilities, it is my recom- 
mendation that the Disposal Act provide that the purchaser of a facility be 
authorized to write accelerated amortization, and that the Treasury Department 
accept such amortization for tax purposes. We feel that such action is justified 
because of the age, the present obsolescence, and the potentially greater obsoles- 
cence of the facilities, and the obligation of the purchaser to maintain the facility 
in the interest of national security. 

3. H. R. 5425 provides for continuing the Government research and develop- 
ment program for 1 year because the fiscal year in which the transfer period ter- 
minates, if deemed necessary. I believe that the earlier the research and de- 
velopment program can be put on a private, competitive industry basis, the more 
effective it will be. I see no reason why the Government program in its present 
form should be continued beyond the transfer period. 

I am convinced that it is in the public interest that Congress should enact at 
this time legislation for the disposal of the Government-owned synthetic-rubber 
facilities. 

Thank you for the opportunity to express my views on this important legisla- 
tion, 

Mr. Suarer. Thank you, Mr. Trainer. 

I concur with a great portion of the suggestions made by Mr. Fire- 
stone, as I have stated several times previously during these hearings. 

Does the committee have any questions of Mr. Trainer / 

Mr. Duruam. Mr. Chairman. 

Mr. Suarer. Mr. Durham. 

Mr. Duruam. Just one. On page 2, Mr. Trainer, you make this 
rather significant statement : 

Our company is prepared to take over from the Government our share of these 
responsibilities and, furthermore, to accept the conditions of the Government 
security agencies with respect to the national security. 

Now, why I raise that is the fact that the only reason in the world 
that we first took this over and operated this was from a national se- 
curity standpoint. And your company being one of the largest rub- 
ber-producing companies in the world, you feel perfectly safe, in 
turning this over to private industry and taking your responsibility 
for national security under conditions 

Mr. Tratner. Yes, sir; very definitely. 

Mr. Duruam. Of course, that doesn’t speak for the future, long 
term. If we were to get into an all-out global war, it wouldn’t stand— 
1 mean conditions would adjust that, as to what was involved. 
I mean, you are not speaking for time immemorial, from now on to 
take the responsibility of producing enough rubber. 

Mr. Traryer. It is taking our responsibility in connection with 
whatever plants we are successful in buying or plant that we are 
successful in baying. 

Mr. Durnam. What I am getting at here, Mr. Trainer, is not—you 
see how much difficulty there is in getting out of these things = 
we get in them, these socialized setups. We have another huge one that 
we are going to be faced with here probably, if we ever get peace, and 
that is the overall ten or twelve billion dollar atomic energy operation. 

We face the same situation. 

Every time you try to get out of them, it is very difficult. 

Now, we hope that we don’t have to get back in it, if possible. I do 
certainly, because I believe in private enterprise. And your company 
being one of the large operators and a large producer of rubber, you 
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feel confident that whatever happens, private enterprise can take care 
of the national security and also what is needed for ordinary running 
of your economic conditions back home ? 

Mr. Trarner. That is very definitely our opinion. 

Mr. Duruam. I am glad to hear you say that. It is a rather far- 
reaching statement. Now, the other thing I think you advocate here 
is a little bit different from what anybody else has advocated and 
that is amortization of these plants by tax relief, I would say. Now, 
there is a great drive on at the present time to take off the excess profits 
tax because of the fact that it keeps the plants from expanding, and 
I feel like it does myself. 

You are going to be operating these of course under the present tax 
setup. And you are talking about age here. I never have felt that it 
was absolutely fair, unless it was war condition and producing an all- 
out effort for national security, that we should amortize these plants 
on a basis like we have done. Now, here you are advocating or rather 
recommending to us that we amortize these plants here under peace- 
time conditions, we hope. 

Mr. Trainer. I think the reason for that—— 

Mr. DuriAm. You put no limit our your amortization here. You 
might go on for 10 years as I see it-—— 

Mr. Trarner. A good many of the war facilities that were built 
during this recent period were on some percentage of total value 
amortized over, say, a 5-year period, and essentially that is what I am 
advocating today in connection with these plants. 

These plants are old. 

Mr. Durnam. Well, that isn’t the only point. What I am getting 
at: we did that primarily because of the fact most of that flowed into 
national security and weapons and direct war production. 

This is not going to be direct war production. 

Mr. Trarner. Well, it is part of the national security program. 

Mr. Durnam. Well, I realize that of course. But it is not going 
into our stockpile, all of this rubber is not, and of course it flows into 
private enterprise. We would be subsidizing rubber here to the drug- 
store and everybody else in the country, under that point, it looks 
like to me. 

I am just asking you a question as a businessman. I am not eriti- 
cizing anything. I just want to get your reason, why you 

Mr. Trainer. Let me put it this, Representative Durham. These 
plants are old. 

Mr. Durnam. Well, I know that. 

Mr. Trainer. They were built with war materials. The roof trusses 
in these buildings, for example, are all wood, the biggest part of them 
are wood. <A lot of them are rotted out and have to be replaced. If 
we are involved with normal depreciation as the tax department sees 
it, I don’t know what value they would put on those buildings, or 
what period they would allow them to amortize them over. 

Mr. Duruam. It looks to me like it would be a much more sensible 
thing to put the correct value on them and not try to amortize them 
here over a long period of time, because you get into a lot of complica- 
tions there. 

Mr. Trainer. And if we were allowed some rapid amortization, 
let’s say 5 years, that would encourage the operators of those plants 
to put that money back into improving facilities. 
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There is also the question of obsolescence of the plants. Many por- 
tions of the plants are absolutely obsolete today. 

Mr. Durnam. You ought to know something about them because 
you are operating some of them. , 

Mr. Trainer. They are obsolete and they should be replaced with 
new and more modern equipment. : 

And by doing this, by keeping those plants up ot date, if we ever 
are called on in an all-out emergency, why those plants will be able 
to run and run, day in and day out and produce maximum capacity 
and further secure our national security. 

Mr. Duruam. Well, now, you operate the one at Akron and the one 
at Lake Charles. I notice your production there is 17 percent. I 
suppose that is for 1953, or 1952, which is it? 

Mr. Buanprorp. 1952. 

Mr. Durwam. 1952. 

- How does that compare with your production running this year / 

Have you any figures to give us? 

| am trying to get the efficiency of this thing. You say they are 
deteriorating, and I want to know whether the production remains 
the same as it was 2 years ago. 

Mr. Trainer. The plants are producing essentially the same as they 
produced last year. But each year the equipment is getting older. 

Mr. Durnam. I know that is true, but haven’t we been keeping that 
equipment up ¢ 

Mr. ‘Trainer. We have been doing a fair job of keeping that equip- 
ment up. 

Mr. Durnam. That is at Government cost, of course. 

Mr. Trarner. It has been a fair job of maintaining the equipment. 
But there is no question about it. That equipment is 10 years old. A 
lot of it hasn’t been replaced. IT know from personal contact with 
these plants that a lot of it needs replacing right now. 

Mr. Durnam. I know it is material of course that is pretty hard to 
replace, steel and all of that. 

r. Cote. Mr. Chairman. 

Mr. Suarer. Mr. Cole. 

Mr. Cote. Mr. Trainer, I don’t understand how an accelerated 
depreciation allowance would result in the purchaser moderizing the 
plant, because the accelerated depreciation Dowases would not apply 
to the improvements that are subsequently put into the plant. 

It would apply only to the cost of plant initially. I don’t see the 
basis of your argument that an accelerated depreciation would induce 
the purchaser to modernize the plant. 

Mr. Traryer. Because it would return money to him that he could 
use for that purpose. 

Mr. Corn. All right. Then if you do have an accelerated deprecia- 
tion program, it might be that a prospective buyer would be willing 
to pay more for the plant than he would be willing to pay if he had to 
buy it by the normal depreciation requirements, for the very reason 
you have indicated, that he can anticipate earlier and more prof‘ts. 

i Tratner. That would be a decision the purchaser would have to 
make. 

Mr. Corn. Yes. Well, I expect all these purchasers are going to 
calculate their bid rather carefully and weigh all of the facters in- 
volved. So that if it should be included as a provision in this bill, the 
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accelerated depreciation program, it might be argued that the Gevern- 
ment would get a higher price for the properties. 

On the other hand, if it is not included, the Government would 
get a lower initial price, but eventually would receive more by way 
of taxes in the subsequent year. So one would wash the other out 
very much. 

1 don’t see where it is of major importance whether the deprecia- 
tion is allowed or not. 

_Mr. Traryer. It is not of paramount importance, that is correct, 
sir. But it is something that I feel would encourage whoever buys 
those plants to maintain them in better order and to keep them more 
up to date, by returning to them capital that they could use for that 
purpose. 

Mr. Cote. Would you mind a provision in connection with the accel- 
erated-depreciation approval, a condition that a portion of those 
profits be put back into modernization ¢ 

Mr. Trainer. So far as we are concerned, the answer is we would 
not object to that. 

Mr. Corr. Because otherwise—— 

Mr. ‘Trainer. Definitely. 

Mr. Cote. It would be up to the owner of the plant to determine 
whetaer he wanted to put the greater profits back into the plant or 
into his pocket. 

Mr. Trainer. | think that is a good idea. 

Mr. Coie. I think your objective of revitalizing, modernizing these 
programs, is a highly desirable goal. Because unquestionably they 
are obsolete. 

Mr. Trainer. Yes, sir. 

Mr. Durnam. J agree with that. The only question which is raised 
in my mind is whether we are setting a policy there, of having amorti- 
zation of that kind in peacetime conditions. 

Mr. Cote. Thank you, Mr. Chairman. 

Mr. Suarer. Mr. Bennett. 

Mr. Bennett. | would like to ask a question about the same general 
thing, that is the obligation of the purchaser to maintain the facility 
in the interest of national security as mentioned here on page 4. 

Do you contemplate that you will be bound by law or by contract to 
maintain a certain standard with regard to the national security or 
were your observations designed to indicate that you would generally 
be in the field of synthetic rubber and therefore be serving the national 
security 

Mr. TRAtweER. The whole spirit in which these plants are being sold— 
I think it is a moral obligation on the part of the buyers and it is 
spelled out I think in the legislation. 

Mr. Buanprorp. Yes. 

I was going to say it is more than a moral obligation. It is part of 
your contract. 

Mr. Bennett. That is what I was trying to get in the record at this 
point, to what extent he meant this obligation existed. If the counsel 
can tell us, and point out the provision. 


Mr. Buanprorp. Well, section 7 (h) provides that— 


All contracts of sale and instruments in execution thereof, unless the Presi- 
dent determines that the national security does not so require, shall contain a 
national-security clause having terms, conditions, restrictions, and reservations, 
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which will assure the prompt availability of the rubber-producing facilities for 
the production of synthetic rubber and the component materials thereof in the 
event of a war or national emergency hereafter declared by the Congress or a 
national emergency hereafter declared by the President. 

I would have to assume from that, that if you let a plant become 
badly depleted, that it would be in violation of your contract and that 
the Government would repossess the plant. Because it would ob- 
viously not be available promptly for the production of synthetic 
rubber. 

Mr. Bennerr. That is all have. 

Mr. Buanprorp. I have just two short questions. 

Mr. Duruam. Let me ask one question at that point, will you, Mr. 
Chairman 

In the third recommendation there, that we turn over of course 
this pilot plant at the present time when we transfer these plants, that 
concerns me a little bit because of the fact that research and develop- 
~— has done a great job in developing these new types of synthetic 
rubber. 

How much money today does Firestone spend in research and de- 
velopment as an individual company? Can you give me that figure? 
Or do you care to? 

Mr. Trainer. I haven’t got an exact figure, but it is many millions. 

Mr. Duruam. I would like for the counsel to secure the information 
for the committee, the overall spending by private industry for re- 
search and development in this field today. Because that will deter- 
mine in my mind as to whether or not to transfer the whole thing at 
the present time or retain the development—— 

Mr. Trartner. What I had in mind there, Mr. Durham, was that 
under present research contracts that the companies are operating 
under, there is an area in which if you do work even with your own 
money, that that research and development goes back to the pool. 

In other words, there is a restriction on it. 

In other words, you haven’t got a free hand. And industry will not 
have a free hand to do research work until the Government is out of it. 

Mr. Durnam. Well, I realize that, of course. But the only thing 
I want is the job to continue, if you are going to accept full responsi- 
bility for it. The expenditures would determine somewhat my own 
reasoning, whether or not that should be disposed of. 

Mr. Buanprorp. I don’t know, Mr. Durham, but I would presume 
most private companies would be somewhat reluctant to disclose ex- 
actly the amount of money that is being spent on research. Perhaps 
not. Perhaps it is published; I don’t know. 

Mr. Duruam. We have had that in evidence before, I think, the 
total amount. 

Mr. Bennett. As I understand it, your recommendation is that we 
sell everything, including the Akron Laboratory and the pilot plant 
and all that? 

Mr. TRAINER. My recommendation is the Government get out of 
research and development that has to do with synthetic rubber. Turn 
it over to private industry. We see no more reason for them carrying 
on research and development work in rubber than they would in iron 
or steel. 

Mr. Bennett. I might conclude that perhaps you might feel. that 
the Government would be in a pretty good position to make contracts 
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with somebody like Firestone or somebody else to have specific things 
that they want to have looked into done, and possibly the Government 
would get the work done cheaper than maintaining a permanent pilot 
plant and a permanent research laboratory ? 

Mr. Tratner. I am sure that is so. 

Mr. Suarer. Mr. Blandford. 

Mr. Buanprorp. Two questions, Mr. Trainer. 

You recommend that the RFC accumulate if possible an inventory 
of rubber up to 200,000 tons before the transfer period takes place. 
I would assume, therefore, that you are strongly urging the continued 
production of the alcohol butadiene plants until that time. 

Mr. Tratner. Yes, sir. 

Mr. Brianprorp., And it is your feeling that if these alcohol buta- 
diene plants are shut down, that we can’t possibly accumulate the 
inventory necessary to take us through this transfer period? 

Mr. Tratner. That is my feeling. 

Mr. Buanprorb. I understand that it is now contemplated—perhaps 
Mr. Kelly, from the RFC, can answer this. It is now contemplated 
that the alcohol butadiene plants may be shut down in the very near 
future; is that correct, Mr. Kelly? 

Mr. Ke ty. It depends entirely on what the Bureau of the Budget 
has to say in their recommendations to us on the inventory provision. 

They have already made a preliminary recommendation that we 
have no more than 52,000 tons of synthetic rubber as of June 30, 1954, 
in inventory. That will mean that the alcohol butadiene plants would 
have to be shut down. 

Mr. Bianprorp. Well, is the Bureau of the Budget going to decide 
it, or the Congress / 

Mr. Key. I can’t answer that question, sir. 

Mr. Bianprorp. I mean, they are aware of the fact that we are 
attempting to build up an inventory in preparation for a transfer 
period, are they not? 

Mr. Ketiy. They certainly are, and in their recommendation I am 
sure that it had only to do with operation of the facilities, without 
regard to the disposal program. 

Mr. Buanprorp. Well, would these hearings change their mind in 
your opinion ¢ 

Mr. Ketty. I can’t answer that, either, Mr. Blandford. 

Mr. Bianprorp. Now, Mr. Trainer—— 

Mr. Durnam. That is the Bureau of the Budget’s recommendation ¢ 

Mr. Buanprorp. Pardon? 

Mr. Durnam. That is the Bureau of the Budget’s recommendation ¢ 

Mr. Buanprorp. I can’t help but feel that that recommendation is 
entirely separate from these hearings, Mr. Durham, because I can’t 
visualize in the face of this testimony anyone recommending an in- 
ventory of only 50,000 tons of rubber during this transfer period. 
Even though the plants may not be shut down, there are bound to be 
individual plants that will be closed down for modification and 
changes, and obviously there must be an inventory or else it will be 
the small consumer who may well suffer, from an extreme shortage of 
total rubber. It is not a question of natural rubber or reclaimed rub- 
ber or synthetic. It is a question of total availability of new rubber. 

The next part of your statement that I would like to talk to you 
about, Mr. Trainer, is the suggestion, similar to Mr. Freedlander’s, 


1190 


that—perhaps your suggestion is a little more subtle than Mr. Freed- 
l!ander’s, but the objective should be to retain the industry pattern that 
nas already proved itself to be so successful. 

That infers that we should sell these plants to the present operators, 
is that correct? 

Mr. Trarner. By and large, that is so, and I think there should be 
plenty of competition within the framework of the present operators 
so the Government can secure full fair price for the plants. 

Mr. Bianprorv. How would we get any competitive bidding if we 
were to announce as an objective that the present operators should 
be favored in this disposal program ¢ 

Mr. Tratner. Well, it may be in the final decision, if 2 people are 
bidding essentially the same thing for the same plant, that if 1 bidder 
has been a man who has been in the industry since the inception and 
who has contributed by and large to its success, that he should be 
given some consideration. 

I think that your bill provides that. 

I think that the rubber industry in the United States is where it 
1s— 

Mr. Buanprorp. I would like to disagree with you. If you are 
referring to the technical competence provision, | am not sure now 
what it does mean because one witness says it means you have to have 
gg ability and the other witness says it opens the door to every- 


y. 

So I am not convinced in my own mind what technical competence 
means any more. 

But I just wanted to interrupt you at that point because our bill 
does not say that a man has to have proven ability to operate a syn- 
plant based upon prior operations of a 

acility. 

Mr. Trainer. Well, I back to the statement I made before, 
namely that the success of the rubber industry in the United States 
was because the companies involved in making the synthetic rubber 
were also involved in making the finished product and they had the 
opportunity to tailor make the rubbers to meet the requirements of the 
finished product. 

Now, contrast that with Germany, who perhaps started the syn- 
thetic-rubber industry. They haven’t made the progress that we 
made in the United States. In Germany, the rubber was produced 
by companies that were not making the end products. And today, 
in Germany, they are using the same rubber as they used before the 
war. 

Because those companies that produced the rubber went to the 
rubber companies and said, “Well, now, that is the synthetic rubber, 
you go ahead and use it, period.” 

Mr. Branprorp. Now, ae is not using it. They are making a 
pretty good GR-S, aren’t they ‘ 

Mr. Trarner. Yes. 

They had a pattern very well established by the rest of the industry 
as to what to make. 

Mr. Buanprorp. And the Copolymer Corp. took over a butadiene 

lant, never having had experience in the operation of a butadiene 
acility, and from what we can gather are doing a very good job. 
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Mr. Tratner. My remarks were directed to the copolymer plants, 
which are the ones that are responsible for the rubber made and the 
quality of the rubber made. 

Mr. Bianprorp. Well, my only point is that in this country, with 
nearly 160 million people and as many industries as we have, it doesn’t 
seem possible to me that there are only 7 or 8 manufacturers who have 
the know-how and competence necessary to successfully operate a 
synthetic-rubber facility or a copolymer plant. 

Certainly, there must be other people in this Nation who have the 
background in chemistry and perhaps in petroleum chemistry, to 
successfully operate and perhaps make even a better GR-S than that 
which is being manufactured today. And were we to tie this down 
to an industry pattern that has already been established, we in effect 
would be saying to all other people who are interested in these plants, 
“We are very sorry, but you have never operated a plant and therefore, 
you obviously don’t have the know-how and therefore you can’t bid 
on these facilities,” and if that were the method of disposing of the 
plants we would be a little silly to put it on a bid basis. 

Why not just negotiate with the present operators? Iam sure you 
would agree with negotiating with the present operators, but 

Mr. Tratner. I think anyone of many companies could make rub- 
bers as we are making them today, but whether or not those compa- 
nies would have the same objective or institute the same initiative to 
continue to improve the product as the manufacturers of end products 
made from the rubbers, [ am not sure that they would. 

Mr. Bianrorp. You made a strong plea for private enterprise and 
the whole system of private enterprise and I coneur in your plea for 
private enterprise completely. 

I will go one step further. I think that private enterprise in the 
rubber business is not necessarily confined to those who are in the 
manufacture of tires or in the manufacture of rubber products, and 
that in order to get the proper price for these plants it would be 
much wiser to open up the bidding to everyone, 

As a matter of fact, it might encourage you to bid a little bit more 
than you had planned to bid if you thought somebody else was going 
to bid against you for one of those plants. 

Mr. Trainer. I come back to the statement I made before, that 
everything else being equal, I ’am sure the operators of these plants, 
who have done such a fine job, should be given some consideration for 
the job they have done. 

Mr. Buianrorp. In other words, if two people bid $17,687,922.24, 
then we ought to have some—the Commisison should take into consid- 
eration the past proven ability. 

Mr. Trainer. Yes. 

Mr. Bianrorp. But if l repeated that same figure, which I have for- 
gotten, and it came out to the difference of 1 cent, then the high bidder 
should get the plant, if he has the technical competence, not necessarily 
based upon the proven ability to run a plan, having demonstrated it 
by having operated a plant, is that so? 

Mr. Trainer. If the difference was a substantial one, I think maybe 
that might be so. 

Mr. Bianprorp. I am making it a difference of 1 cent. 
Mr. Tratner. No; my answer would definitely be not. 
Mr. Buanrorp. I am thinking of the Government’s return. 
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Mr. ‘Tratner. No; that wouldn't be so. 

Mr. Biuannrorp. Thank you very much. 

Mr. Suarer. Thank you, Mr. Trainer. 

Mr. Tratner. Thank you. 

Mr. Suarer. The committee is going to run on through as far as 
we can go, until we get this thing over with. 

Mr. McLean of the Sinclair Oil Co. 

Mr. Suarer. The committee will come to order. 

You may proceed, Mr. McLean. 

Mr. McLean. My name is Roger McLean. IT am a lawyer and for 
the past 20 years have either been employed by or a partner of the 
firm to which the Sinclair Oil Corp. and its subsidiaries look for advice 
in areas in which some technical skills may be useful. 

I think I should say why, representing Sinclair, a lawyer rather 
than an executive appears before this committee. The reason is 
this: 

Sinclair subscribes fully to the statements which have been made 
by other representatives of industry with respect to the good job 
which has been done by the Government and industry, cooperatively, 
in synthetic-rubber production. 

Sinclair subscribes fully to the objectives stated by the President, 
and repeatedly stressed by this committee and the witnesses before 
it, that now is the time to turn synthetic-rubber production over to 
private wrersicte and that it should be done in such a way as to 
protect national security, provide a competitive industry, and return 
to the Government full fair value for the facilities. 

What I wish to discuss before this committee is the mechanism of 
disposal. Little has been said by any witness, Government or in- 
dustry, with respect to this. In particular, I want to discuss some 
of the problems which we, as lawyers, foresee will arise in carrying 
out the objectives of the bill within the framework of the bill as it 
is presently stated. Because the problems involved are essentially 
those which will face lawyers, we have thought it appropriate for 
a lawyer to discuss them. In addition to this aspect, ig shall have a 
general comment with respect to time periods. 

Fundamentally, the difficulties which I and my associates have 
with respect to the bill flow from uncertainties involved in determin- 
ing the significance of section 7 (a) and section 16. We fully under- 
stand that the purpose is, all things otherwise being equal, to dispose 
of each facility at the highest price, and we agree with that objective. 

However, 8 Ge a bill for the disposition of these facilities is passed, 
the first thing that will happen is that our clients, and now I refer 
to lawyers generally, will ask us what their rights and responsibili- 
ties or commitments are if they make a bid and what the rights, re- 
sponsibilities, and commitments of their competitors are if they bid 
for the same property. 

We think there should be no area of uncertainty here. It must be 
recognized that there is a definite element of uncertainty in the future 
of GR-S, resulting from competition with natural rubber and with 
new products which may be developed. That uncertainty is one 
which is a normal business risk; but it should not be compounded 
by risks involving uncertain purchase terms which can be resolved. 

As I read section 7 (a) and section 16, they together provide that, 
with respect to any given facility, the highest bidder will be the 
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purchaser of the facility unless it is disqualified for one reason or 
another. On the surface, this seems to be a fair proposal. 
It presents, however, some very difficult problems because it is by 
no means clear what. will constitute the high bid with respect to any 
iven facility. Perhaps I can illustrate what I have in mind here 
y some examples, noting that after the bidding period is passed 
the Commission shall engage in negotiation for the sale of each fa- 


cility. 

The first uncertainty is whether the high bidder, having made his 
bid, is or is not bound to purchase the facility, assuming he is other- 
wise qualified. If he is not bound to acquire the facility at that price, 
there is uncertainty as to what, if any, penalty is to be applied. 

As the bill is presently framed, it seems to me at least debatable 
whether there is any penalty involved, which might give rise to a situ- 
ation in which the high bidder for a given facility, after review of the 
overall pattern which develops, decides to withdraw. 

Further, there is the possibility that a high bidder, on reviewing the 
overall pattern, will wish to withdraw and will, by failure to agree 
with the Government as to other terms of the sale contract, arrive at 
a situation in which the Government must reject the bid. 

Uncertainties arise because of difficulty in determining what is the 
high bid for any given facility. Thus, I am told that the California 
butadiene plants have one value if the adjacent copolymer plant oper- 
ates and a very much lesser value if it does not. Of two bids, one 
conditioned on sale and operation of the copolymer plant and a lower 
one without this condition, which is to be regarded as the high bid? 
Is a conditional bid, based upon the condition, for example, that an 
adjacent plant operates, a bona fide bid ¢ 

he bill contains a nonconversion provision (section 7 (h)). Sug- 
gestions have been made before this committee that nonconversion 
periods ranging up to 15 years should be required. Obviously the 
terms of and the period of such a provision will radically affect the 
value of any facility. 

Of two bids, one conditioned on nonconversion for 3 years and a 
lower one conditioned on nonconversion for 10 years, which is the 
higher? This is by no means an academic question when one bears in 
mind that these plants are handling hazardous materials and, while 
there is probability, there is no assurance that the plant which is next 
door today will be there, or will be operating, tomorrow. These fac- 
tors affect price importantly. 

Another aspect of this nonconversion problem is that it will un- 
doubtedly involve restrictions on alienation. These also may im- 
portantly affect price, and bids conditioned on different restrictions in 
this sense will present difficulties in determining which is the highest. 

The time of sale of the plants creates an important uncertainty. 
am told that from an industry basis an assumption that the plants, now 
10 years old, have a further life of 10 years is on the generous side. 
Assuming that is so, a plant sold at the end of this year will have one 
value; if the sale takes place at the end of next year it will have a lower 
value, lower by at least 10 percent. 

Important differences in price could result from differences in dis- 
posal time, and where bids are made on the basis of different assump- 
tions in this respect, which is to be regarded as the highest ? 
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In the foregoing I have not intended to quibble or suggest questions 
which are improbable. If anyone wishing to bid seeks financng from 
a large insurance company, or by public subscription under the SEC 
Act, he will find I have just started to suggest the uncertainties 
involved. 

The amounts which will be paid for these facilities are very large, 
and the responsible people who run our industries, willing to take 
the business risks which are inherent in competitive business, should 
not be compelled to make commitments for the disbursements of large 
amounts of money in the face of uncertainties of the type I have dis- 
cussed above if they can be avoided, and I think that the suggestion 
I will make avoids many of them. 

These uncertainties lead me to the recommendation that the bill, 
see section 7, instead of referring to “bids” and “bidders,” should refer 
to “proposals” and “prospective purchasers,” and section 16 should 
be eliminated and price be incorporated in section 17 as one of the 
criteria, as for example by amending section 17 (4) to read: 

(4) That fair value for the facility or facilities will be received by the 
Government, due consideration being given to the amounts offered for the facility 
or facilities. 

It has been suggested to me that my interpretation of section 7 (a) 
and section 16 is wrong, and that what is meant is that the highest 
bid shall fix the price, but that others can then, by matching the price 
and offering better terms, otherwise be eligible to acquire, or at least 
to negotiate for, the property. If this is intended, it should be spelled 
out clearly, because in my opinion it is inconsistent with the use of 
the word “bid.” 

Finally, if disposal by bidding is regarded as essential, then I think, 
to achieve a practicable program, the invitations to bid must set forth 
all of the conditions which will be encountered, including specific 
provisions for nonconversion, for operation or nonoperation of adja- 
cent plants, date of disposal, perhaps an upset price, and a wide range 
of other provisions relating to title guaranty, nonalienation, and the 
like. In the absence of provisions of this kind in invitations to bid, 
there can be no certainty on anyone’s part that he is bidding for the 
same thing as his competitor, and the absence of that certainty will, 
to put it mildly, make it difficult to arrive at a sound disposal program. 

Finally, in connection with this particular point, I might note that 
fixing price by competitive bidding can be a two-edged sword in that 
through fortuitous circumstances, as, for example, election between 
plants resulting from some statement of preference, there may be wide 
disparities between bids for facilities which intrinsically are of rela- 
tively equal value. 

It might be said that my views are unduly pessimistic in that there 
is inevitably going to be a tremendous demand for these plants, and, 
as Mr. Blandford has indicated from time to time, considerably more 
bidding for the plants than some of those interested think there may be. 

I can only say on this point that I am not more pessimistic in this 
respect than this committee, which has included section 17 (6) in the 
bill. If the seller has reservations, one can hardly blame the lawyer 
for someone who is going to commit himself to the payment of a very 
substantial sum for having some, too. 

I said above that I would comment on one provision of the bill not 
concerned with the uncertainties with which I have been dealing. 


It is the provision fixing the time periods. These have been dis- 
cussed from time to time by various witnesses. Sinclair has no specific 
time periods to suggest but holds firmly to the view that the shorter 
the time the better. The value the Government will receive is going 
down at a rate of not less than 10 percent a vear, the difference between 
sale at the end of this year and sale at the end of next year may be 
millions of dollars. 

Uncertainties as to disposal should be resolved as quickly as possible 
to insure adequate supplies. A fundamental feed stock is butylene. 
Those with butylene available can find other uses for it, and many are 
in a position to start to plan now to dispose of their butylene in other 
ways than by supplying it to butadiene plants. 

It should be apparent that while this disposal plan is going forward, 
those who have butylene available are going to be determining whether 
or not to make the butvlene available to the butadiene plants, to build 
their own plants, or to do something else with it. 

The supply pattern for this contemplated competitive industry 
may be quite different if there is an inordinate delay in establishing 
it than it will be if disposition is prompt. 

Thank you. 

Mr. Saarer. Thank you, Mr. McLean. 

Any questions, Mr. Blandford ¢ 

Mr. BLanprorp. Yes, sir. 

Mr. Suarer. Now let’s not get into the argument of a lawsuit here, 
where everybody is going to be so uncertain. Let’s not argue the case 
here. 

Mr. Putte. That is right, Mr. Chairman. 

Mr. Buanprorp. I think the points raised, Mr. Chairman, are ex- 
cellent and I think they should definitely appear in the record. And 
I congratulate Mr. McLean for raising these points because they are 
basic to any lawyer. 

I think you have answered most of your own questions in part of 
your statement, and that is in advertisement for the bids many of 
these doubts in your mind will be resolved. Obviously, a bidder is 
going to want to know what type of a nonconversion provision will 
be contained in his bid. 

Now the object of having a bid is, of course, to try to determine what 
the fair value of the plant is. And the best way of determining fair 
value, as I have stated here on several occasions, is what a willing 
buyer will give a willing seller. If plant X is worth so much to some- 
body, that goes 2 long way toward establishing the value, asseuming 
that that is a bona fide bidder. ; 

Now, obviously, these bids must be conditional. For example, the 
X company might bid on a copolymer plant subject to its arrangement 
for butadiene with the Y company, and that would be a condition of 
his bid. 

It would be my interpretation that none of these bids would be final. 
They would all be subject to conditions, until such time as a contract 
for sale was entered into, and that any time up to that point a con- 
tractor could withdraw from the bid. 

And at that time, when all bids are announced, and they began 
the negotiations and they see what type of a competitive pattern there 
is going to be, that no bid or no bidder would be held to his bid, until 


26066—53—No. 25——-15 


1195 
é 
a 
1 


1196 


that time arrived when the Commission itself entered into a contract 
or sale subject only to the approval of the Congress. 

Now, the use of the word “bid” rather than proposal is merely to 
establish a definite sum of money involved in a facility. What we are 
trying to avoid is this business of negotiation, where you say to some- 
body “We like the way you part your hair, therefore we will sell the 
plant to you for $10 million; we don’t like the way the Jones Co. parts 
their hair and, therefore, their $15 million will be rejected.” 

The only way that anyone can determine the value of these plants 
is what somebody is willing to pay for them. 

I think, as I have indicated before, that in the advertisement for 
the _— that will cover practically all of the problems that you have 
raised. 

There is one point that you have raised which I think is most sig- 
nificant and that is the failure of the bill to contain a definite transfer 
period date. I think it will affect the bidding, materially. 1 think 
the committee is well aware of it. And one of the reasons why the 
Commission was going to expire at a certain date was to at least give 
some indication as to when the transfer period would be completed. 

We had hoped for a transfer period by March 31, 1954. By extend- 
ing the bidding date and by giving the Commission perhaps the addi- 
tional time, if the bill is amended in that manner, we might not. be 
able to come up with a definite timetable. Perhaps we might come 
up with a definite transfer date which would solve your problem, be- 
—_— then you would know when you would take ownership of the 
plants. 
~ Mr. McLean. It would solve that aspect of it. 

Mr. BuanpForp. I think the suggestion is excellent. 

I would personally—my personal reaction to your suggestion that 
fair value of the facility or facilities will be received by the Govern- 
inent would lead again to the negotiations, which this committee so 
far has rejected. 

We might just as well write a one-section bill saying that a com- 
mission shall be established to sell plants and they report back to 
Congress on the sale of these plants, period, and if Congress approves 
the sale, fine, and if Congress doesn’t, you can extend the Rubber Act. 
You could do it in one paragraph and you wouldn’t need this criteria 
at all. 

But if we are going to have anything to do with the way these 
plants are sold, then we have to put provisions in the bill and we 
have to have it on some kind of a firm basis and the only firm basis is 
a bid basis, so we will know that the figures that are being used are 
figures that have been submitted by competent people who are willing 
to pay so much for a plant. 

Xow, I don’t know how many of the doubts I have resolved in your 
mind, but at Jeast that is an explanation of what the bill intends to do. 

Mr. Piniern. Mr. Chairman, I think that many of the points raised 
by the gentleman were excellent. I think that most of them will be 
covered by the invitation to bid. 

Mr. Bianprorp. Yes, sir. 

Mr. Pure. And it is a matter of the legal draftsmanship that 
is going to follow in perfecting the present bill. 

Mr. BLANpFoRD. at is right. 
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Mr. Puiiuin. I would like to alude to one statement he made, 
that there is no penalty in the bill. You will note that in the pro- 
visions of the bill, earnest money is required to accompany the bid, 
and in the event the high bidder fails to go through with his con- 
tract, of course, there would be a forfeiture. 

But there weuld be a penalty. The point I am trying to make is, 
that has substantially been made by Mr. Blandford, that we have in 
mind all the points you raised here and I think some of them are very 
pertientnt and excellent. I think they will be covered either in the 
draftsmanship of the bill as we consider it in executive session or in 
the invitations to bid. 

Mr. McLean. Well, may I make two remarks, sir. One with respect 
to this earnest money and forfeiture. If I understand Mr. Blandford 
correctiy, just a moment ago he, in effect, said that there would be no 
forfeiture. 

Mr. Bi.anprorp. No, I did not say that. I said that the contract 
for sale would be the final determination. At that point, if a bidder 
had entered into a contract for sale during the negotiation period, 
after all of the bids had been opened and the bidder had an oppor- 
tunity to see what the competitive pattern was going to be and the bids 
were submitted to Congress, that at that point if he wished to with- 
draw, he would do so at the loss of his down payment. 

Mr. McLran. At the loss of his $1 million? 

Mr. Puunin. Right. 

Mr. McLxan. Isee. Well, I misunderstood you. I thought the in- 
tendment was otherwise. 

Mr. Puitery. Now you made some very pertinent comment, I think, 
too, upon the demerits of the bill, that you think the disposal plan 
should be carried out in such a way thatewe protect the national 
security—of course, we are primarily interested in that—and_ pro- 
vide a competitive industry. That is something we are interested in, 
too. I presume the Department of Justice might possibly be more 
interested in that at a later date. 

Now you referred also to the return to the Government of full fair 
value for the facilities, and that is an objective that this bill seeks also. 

Now I noted that you confined yourself mostly to legal objections. 
You didn’t want to comment on any of the other matters that we have 
been considering here ? 

Mr. McLean. So far 

Mr. Puitern. I mean, for example, | might start with this one ques- 
tion: Do you think that under this general overall disposal plan 
there is in the present bill adequate protection for small consumers of 
rubber ? 

Mr. McLean. Well, let me say this: The corporation that I repre- 
sent is perhaps interested in the butadiene production rather than the 
rubber production and naturally our customer or customers are going 
to be the operators of the copolymer plants. 

I don’t think that we would care to express a view as to the ultimate 
fate of the rubber as it came from the copolymer plants. We don’t 
know much about the industry and the problems of that industry. 

Mr. Durnam. You are interested primarily from the basic raw 
materials ? 

Mr. McLean. We are looking at it from the standpoint of the buta- 
diene plants, sir, that is correct. 
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Mr. Duruam. Because you furnish the basic raw materials / 

Mr. McLean. Yes, sir. 

Mr. Duruam. In the butadiene process? 

Mr. McLean. Yes, sir. 

If I may have one more moment, I would like to say that it would 
be helpful to us, and I think helpful to everybody, if Mr. Blandford 
would state more explicitly what he has in mind in his references to 
arranging for supplies and disposition, which is perhaps reflected in 
section 7 (a) (3) of the bill. 

Mr. Buanprorp. 7 (b) (3), 1 think you are referring to. 

Mr. McLean. 7 (b) (3) of the bill. 

Mr. Buianprorp. That is the—— 

Mr. McLean. We could be verging on some very serious problems in 
making prior arrangements with other companies, either with respect 
to feedstocks or output, and those very serious questions may extend 
well beyond the antitrust laws into other areas, which would disturb 
us very much. 

Mr. Buanprorp. Well, 1 am not familiar with your particular prob- 
lems, Mr. McLean. 

Mr. McLean. Yes. 

Mr. Branprorp. But I would say that the bill contemplates that in 
submitting your bid, the Commission will want to know first where 
you are going to get your butylene from, who you are going to sell 
your butadiene to, and with respect to the copolymer plants where 
the copolymer plants are going to get their butadiene, where they are 
going to get their styrene, and to the best of their ability what will 
happen to the end products. 

For example, it might be that a bidder will say “We intend to con- 
sume the entire productiqn in our own facility or our own plant,” or 
they might say that “We intend to produce 80 percent of our own 
requirements and make the other 20 percent available on the open 
market.” 

Those are the only ways in which the Commission is going to de- 
termine whether a proper competitive pattern is going to be 
established. 

And that might well be a condition of the bid. 

Mr. McLean. In effect 

Mr. Buanprorp. To put all of the things that you suggest into a bill, 
as I said the other day, would result in a small version of the United 
States Code, annotated. 

Mr. McLean. I quite understand that, except as you said, I favor 
the suggestion I have made which eliminates it from the bill. 

Mr. Buanprorp. Well, I think anybody who is now a present opera- 
tor would favor that, because it is so much nicer to merely negotiate 
than it is to have to state “I think this is worth so much money and I 
am willing to put up this much money and I hope I am right because 
if John Smith comes along and bids more I may not get it.” 

I can understand your position, but we are here to get as much 
money for these plants as possible and if we put it on a negotiation 
basis, we won’t. If we put it on a bid basis, we will. 

At least that, I think, is the opinion of the subcommittee. 

Mr. McLean. Time will tell. 

Mr. Bianprorp. Only one other point, Mr. Chairman, and that is 
my optimism versus Mr. McLean’s pessimism. Perhaps we have a 
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middle ground. I do not say that there will be an overabundance of 
bidders. I can foresee some of these plants having perhaps one bid- 
der. I can see some of the other plants having several bidders. 
There are some of them that are in much more advantageous positions 
than others. 

There are some integrated units which are ideally located. Those 
are the plants that may have more than 1, 2, 3, or 4+ bidders, I don’t 
know. There may be some of these facilities in which there will be 
no bids submitted. Everyone seems to think that Institute, W. Va., 
would not be the world’s best investment. Perhaps somebody might 
be surprised and somebody might bid on Institute. 

Perhaps it might be a company that no one had though about. 
There may be things in that that we don’t know anything about. I 
don’t want to infer that I have any inside information, because I 
don’t. All I know is that indications from various companies of in- 
terest in bidding on these plants have been forthcoming and I am of 
the opinion with respect to some of the facilities there will be more 
than one, and perhaps more than two or perhaps more than three 
bidders. 

Now the provision in there requiring that there be a potential 
capacity available if the plants are sold is there to avoid the situation 
in which 25 bidders bid on 4 copolymer plants and we end up with 
4 copolymer plants with perhaps a capacity to produce 300,000 tons 
of GR-S, and the rest would be shut down. 

That would be unconscionsble. We couldn't do that. That is the 
reason it is there. 

Mr. McLean. We are in accord there. 

Mr. Bennett. I would like to ask one question, if I may. 

Mr. Suarer. Mr. Bennett. 

Mr. Bennett. This statement on page 8— 

The value the Government will receive is going down at a rate of not less 
than 10 percent a year. 

Do you base that upon any factual information that you may have? 

Mr. McLean. I base that upon advice that has been given to me by 
technical people that it would be generous to assume in industry’s 
hands these plants at a 10-year economically useful life. 

Mr. Bennett. You are not basing that upon these particular plants, 
then; are you / 

Mr. McLean. Yes. 

Mr. Bennett. Well, are these plants more valuable or less valuable 
than when they were originally built / 

Mr. McLean. They are less valuable. 

Mr. Bennerr. How long have they been in existence / 

Mr. McLean. Ten years. 

Mr. Bennett. Well, at 10 percent a year, they now wouldn’t be 
worth anything, according to your arrangement. 

Mr. McLean. No, sir. 

I am basing that 10 years as of today. In other words, the basis 
of that statement is the advice I have that it would be generous to 
assume, starting today, these plants have a 10-year economically use- 
ful life. 

Mr. Bennetr. My only point about that is I don’t have any factual 
information, either, but there is a very strong suspicion on my part 
that these plants are more valuable today than they were 5 years ago. 
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I may be wrong. 

Mr. McLean. That could be very well true. 

Mr. Benner. I suspect it is true. Don’t you expect it is true? 

Mr. McLean. I don’t know. But obviously, the plants wear out 
sometime or become obsolete or become because of obsolesence or 
other things. What I am told is that people considering the purchase 
of these plants would say that to think they have a 10-year useful life 
as of today is generous. 

Mr. Bennerr. I certainly agree with your idea of getting this 
thing—if we are going to do it, let’s do it and get it over with. 

But I just thought there was a little quick presumption that the 
thing was going to lose 10 percent in value every year. 

Mr. McLean. I think Mr. Blandford almost agrees with me. 

Mr. Bianprorp. I would agree that looking at it from a replace- 
ment cost less technological obsolescense and deterioration, that the 
bids that would be submitted this year would be approximately 10 
percent less next year, and from there on out. 

The plants have had additions added to them. They have been 
repaired in many places. 

There is a factor of obsolescense—they are not obsolete, but there 
is a factor of obsolescense that must be considered. 

Mr. Duruam. This committee has had some pretty bitter experi- 
ence recently in the disposal of plants, which we have had to repur- 
chase back at about five times what we paid for them. We already 
sold about four or five hundred million dollars worth. 

We have had actual experience on this point of deterioration. 

Mr. Bennert. This is also actually almost an industry in itself, 
which makes a little different picture than just having an individual 
plant which may have deteriorated through obsolescence by some 
statistical arrangement. 

Mr. Branprorp, It is a chemical industry, though, and I think 
that must be remembered. 

Mr. McLean. If you want some comparison from experience, the 
butadiene plants, I think you could properly say, are part of the 
oil industry pattern. They are really cracking plants and if you 
examine the technological history of cracking you find that through 
obsolescence and wearing out, processes of that kind and plants 
adapted for them have a life of about 15 years. 

Mr. Duruam. The chemical reaction has something to do with it, 
of course. 

Mr. McLean. Yes, sir. 

Mr. Durnam. It is entirely different from an ordinary manu- 
facturing plant. 

Mr. McLean. Yes, sir. 

Mr. Durnam. I realize that. 

Mr. Suarer. Thank you very much. You added materially to 
our hearing, Mr. McLean. 

Mr. Fred Koyle, Rubber Trade Association. 

This is our final witness that has asked to appear this morning. 

All right, Mr. Koyle. You may proceed. 

Mr. Koytr. My name is Frederick T. Koyle. I am a partner of 
Carl M. Loeb, Rhoades & Co., New York, merchant bankers. Our 
firm is one of the largest importers of natural rubber. With the 
authorization of the Rubber Trade Association of New York, of 
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which I am a director, I present the views of the association, whose 
members customarily import about 70 percent of the dry natural 
rubber brought into the United States each year. 

The Rubber Trade Association is grateful to your committee for 
the opportunity to comment on H. R. 5425. The individual mem- 
bers of our association, both importers of natural rubber and repre- 
sentatives of Far Eastern producers, overwhelmingly sig H. R. 
5425, which provides an effective basis for the prompt disposal to 
private industry of the synthetic rubber facilities now owned by the 
United States Government. 

We are traditionally firm supporters of private enterprise in in- 
dustry as well as commerce. It is hoped that your chairman’s target 
date for disposal of March 31, 1954, can be achieved, in order that 
natural and synthetic rubber for the first time may compete on equal 
terms in a market free of all restrictions. Statistics indicate a grow- 
ing demand for both materials. 

Che association concurs with Mr. Cravens that an interest. rate of 
244 percent on the purchase money mortgage, provided for in H. R. 
5425, is too low. It is the association’s feeling that the interest rate 
should certainly not be less than the going rate for mortgage money, 
otherwise the difference in interest to the purchasers on the hundreds 
of millions of dollars involved could be considered as a direct sub- 
sidy to synthetie-rubber producers, to the detriment of the Far Eastern 
producers of natural rubber. 

These producers do not fear competition with privately produced 
synthetic rubber. However, a subsidy of any kind does not appear 
to be fair competition. 

Since most of the hundreds of smaller consumers of natural rubber 
in the United States depend on members of our association for their 
supplies as well as the financing of their purchases, our members have 
a keen interest in the assurance of future supplies of synthetic rubber 
to this group, whose tonnage requirements may be small in relation to 
the larger consumers, but to whom the future of their individual bus- 
inesses is equally as important. We are pleased to hear that some 
manufacturers express no concern over their future supplies of syn- 
thetic rubber even though some plants in operation may be controlled 
by the larger companies . 

There have been various comments made at these hearings as to 
the availability of synthetic rubber to all consumers during the transi- 
tion from Government ownership to private ownership. 

At the present time, we understand from the public press that the 
Bureau of the Budget is considering limiting the RFC stock of syn- 
thetic rubber to 52,000 tons. 

In addition to this backlog, industry could protect itself from pros- 
pective difficulty at time of transition by making a firm commitment 
with the Reconstruction Finance Corporation covering their definite 
requirements for inventory and consumption up to disposal date. 

If there is any fear that a shortage of all rubber might develop 
over the next few months, I can only say that at the present time there 
are ample supplies of natural rubber available at prices competitive 
with or lower than the current price for GR-S. 

We note that provision is made in H. R. 5425 for the leasing of the 
aleohol plants producing butadiene, since it is possible that the high 
cost of production of butadiene from alcohol will prevent their out- 
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right sale. The association suggests that the lease of these plants re- 
quires careful scrutiny in order that the effect of leasing at an ex- 
tremely low rental may not actually subsidize butadiene production. 

In my conversation with foreign producers of natural rubber, L 
repeat that they have no fear of competition with synthetic rubber 
privately produced in the United States. They are concerned how- 
ever, with the present program based on fluctuating production at a 
fixed price which can be turned on and off at will. 

If the present disposal program does not materialize, we most ear- 
nestly request that the Rubber Act of 1948 not be automatically ex- 
tended, but that due consideration be given to its amendment before 
it is extended. The association asks the privilege of commenting at 
the appropriate time on the amendments which it feels are essential. 

Your chairman has ably commented along these lines in his address 
to the Congress on February 18, 1953: 

* * * should the Government continue to own and operate the synthetic-rub- 
ber industry, the whole program should be reexamined, and at the very least, a 
new pricing policy must be established, embracing every element of cost which 
would occur under private operation. If the Government is to continue in the 
rubber business as a permanent function, there is no reason why the return on 
the Government’s investment should not be comparable with the return which 
private companies expect to receive for the benefit of their stockholders. 

I should like to commend you, Mr. Chairman, and the members of 
this committee, both past and present, for the sound and constructive 
rubber legislation which has been enacted from time to time by the 
Congress. The best appraisal of the wisdom of such legislation can 
be summed up in a few words—the United States has achieved na- 
tional security in rubber. 

Thank you, Mr. Chairman. 

Mr. Swarer. Thank you, Mr. Koyle. 

We appreciate those kind words. 

Mr. Duruam. I would like to complete that statement—off the 
record. 

(Statement off the record.) 

Mr. Suarer. Well, that concludes the hearing until further call of 
the Chair. We have one more witness, who is unable to appear at this 
time, but we will hear him later if he desires. 

Mr. Durwam. Mr. Chairman, I would like to ask just 1 or 2 ques- 
tions, if you don’t mind. 

Mr. Suarer. That is all right. 

Mr. Duruam, What is the price of raw rubber today on the New 
York market ? 

Mr. Kove. I haven’t checked the market today. 

Mr, Duruam. What was it yesterday ¢ 

Mr. Koyte. I believe it is i 241, cents, Mr. Durham. 

Mr. Durnam. Give me the variation in the last 12 months, if you 
can from the record. What has been the variation? From 24 to 36 
cents or 18 cents—— 

Mr. Koyte. I think you are quite correct in your first rates. About 
24 to 36. 

Mr. Durnam. Twenty-four to thirty-six. 

Mr. Koyue. Yes, sir. 

Mr. Durnuam, I was thinking out loud. The reason I asked that 
question was the fact that the rubber producers in the Far East today 
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are concerned with the present program because of the fact that we can 
turn off and turn on this spigot. 

Now, they have been kind of turning on and turning off this spigot 
in the Far East on us, too. I just wanted to bring that out. It is 
not just a one-way turnoff and turnon spigot. It has been working 
both ways. That is all, Mr. Chairman. 

Mr. Suarer. That is all, Mr. Koyle. 

Thank you very much. 

Mr. Koyie. Thank you, Mr. Chairman. 

(Whereupon, at 12:55 p. m., an adjournment was taken, to recon- 
vene at the call of the Chair.) 


House or RepresENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
No. 1, 
Washington, D. C., Wednesday, June 10, 1953. 

The subcommittee met at 10 a. m., Hon. Paul Shafer (chairman of 
the subcommittee) presiding. 

Mr. Suarer. The Rubber Committee will come to order. 

Mr. Celler is a witness here this morning. Manny, I am sorry we 
got mixed up on this. 

Mr. Cetier. That is all right. 

Mr. Chairman and members of the committee, I am sorry we had this 
little difficulty, but I will hold you about 7 or 8 minutes. 

Mr. Suarer. Good. 

Mr. Cetter. I will read the statement—I will read it rather rapidly. 

I am appearing before this committee today because I am aware of 
its keen interest in promoting competition by disposing of the Gov- 
ernment’s synthetic rubber plants to private enterprise. If done prop- 
erly and in a manner to assure the continued utilization of these ak 
ties for synthetic rubber manufacture, much can be done to stimulate 
private investment and true competition in the rubber industry in 
relinquishing these plants for private operation. 

I would like to suggest, however, that great care and discretion 
must be utilized in adopting a sensible program for the disposition 
of these Government-owned facilities to private industry. 

Government disposal programs can be pursued in a manner of great 
benefit to business and private enterprise in promoting genuine com- 
petition in industry and in expanding production and encouraging 
private investment. I refer you to the disposal program of the Gov- 
ernment aluminum plants after the last war which succeeded in inter- 
jecting into the aluminum industry two strong and healthy competi- 
tive units which today are acknowledged leaders in the field. 

I am speaking, of course, of Reynolds and Kaiser, who were mate- 
rially aided by the policies adopted by the Government in turning 
over its aluminum and alumina-producing facilities to private 
industry. 

But 1 can cite you examples to the contrary, where, instead of pro- 
moting competition and a free market, the disposal of Government 
surplus plants tended to restrict competition and fostered undue con- 
centration of economic power. The largest of the Government-owned 
steel plants during the last war, for example, was built at Geneva, 
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Utah, at a cost of approximately $200 million. This plant was dis- 
posed of to the United States Steel Corp. for some $47 million or 
something less than one-quarter of its original cost. 

Purchase of this plant by United States Steel increased the com- 
ne percentage of capacity in the Pacific Coast and Mountain 

tates from 17.3 percent to 39 percent and, by its own admission, left 
it with 51 percent of the total ingot capacity in the Pacifiic coast 
area (United States v. Columbia Steel Co., 334 U.S. 495, 506 (1948) ). 

Here was an instance where Government disposal policies hindered 
competition and tended to increase the high concentration of economic 
power long existent in the steel industry. 

I have employed these examples to illustrates the effects which a 
disposal program of the Government may have in a specific industry. 
By exercising its powers wisely, the Government may inject new com- 
— blood into a highly concentrated area of the economy, stimu- 

ating new investment, expansion of facilities, and lessening the im- 

pact of industrial concentration upon the consumer and other actual 
or potential competitors. This is truly promoting free enterprise. 
On the other hand, Government ineciat policies may already en- 
hance the powers of dominant industrial concerns, lead to further 
economic concentration and act as a brake upon the vigorous com- 
petition. 

I earnestly hope the committee will bear this in mind in considering 
the legislation before it. 

What I have attempted to point out is particularly applicable to 
the disposal of the Government’s synthetic rubber plants. You will 
recall that commercial access to synthetic rubber in the United States 
was only achieved—and I want to emphasize this, gentlemen—after 
the Government had obtained divorce of that mismated cartel alliance 
between the Standard Oil Co. and I. G. Farben of Germany which had 
theretofore succeeded in preventing the commercial development of 
synthetic rubber in the United States. From its very conception, 
therefore, synthetic rubber has been caught in the vise of restraints 
of trade. 

To assure that the disposal program of the Government will pro- 
mote competition and stimulate private enterprise in the rubber in- 
dustry and not give rise to economic concentration and restriction of 
competition, we must examine the structure of the industry realis- 
tically. While there are a number of categories of rubber products, 
I will confine my discussion primarily to rubber tires and tubes which 
segment is typical of the industry as a whole. 

Production of rubber tires and tubes is already concentrated in a 
few large and dominant companies. According to the 1947 Census of 
Manufactures, there were 35 companies producing tires and tubes 
in 1947 of which four large companies accounted for 76.6 percent 
of the annual value of shipments and 8 companies accounted for 89.6 

reent. It can thus be seen that the rubber tire industry is dominated 
By a small oligopoly of concerns knowns as the Big Four—Goodyear, 
Firestone, United States, and Goodrich. 

This pattern of control prevails today and is clearly indicated in the 
following table taken from a recent issue of Forbes magazine which 
shows predominance of 5 concerns, plus General, making 6 concerns, 
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in the new tire market for the year 1952, when these companies 
alone accounted for 98.3 percent of all original equipment, 72.5 per- 
cent of all replacements, and 81.2 percent of the total new tire market. 
I shall insert those tables in the record. 

(The tables are as follows :) 


Division of new tire market, 1952 


Percent } Percent 
Percent | Percent 
all orig- Chi | total : 
ief auto all re- vol- | 1952total 
a. outlets ! place- Private brands | he ume in | volume 
ment ments | market| tires | 
| 
| } | Thous. 
Goodyear .............- 36.1 | Chrysler,! GM, | 20.7 | Kelly-Spring- 26.0 62 | $1, 138.4 
‘ord. field. 
Firestone..............-| 33.3 | Ford,! GM..... 67 | 965.4 
United 13.4 | GM,! Ford .-| 169] Fisk, Atlas, 15.7 50 | 850. 2 
| | | Riverside. | 
} | 6.2 | Pennsylvania. 4.3 | 63 185.9 
98.3 


| 3, 764. 0 
| 


' Indicates exclusive or major supplier. General has no original equipment passenger sales, a small share 
of truck originals. 

Mr. Cetrrr. Certain of these Big Four companies, are now knee- 
deep in antitrust proceedings. As of 1951, there was a complaint 
pending wnder section 1 of the Sherman Act charging that the United 
States Rubber Co. and other defendants had formed 2 worldwide 
pool of patents relating to the processing of latex, had divided terri- 
tories, agreed not to compete, and engaged in other illegal cartel 
agreements (United States v. United States Rubber Company, Civil 
50-564, Southern District of New York). 

Another case now pending against the du Pont Co. is based on the 

claim that the latter has gained control of General Motors and United 
States Rubber and obtained illegal preferences by virtue thereof 
(United States v. FE. I. du Pont de Nemours and Company, Civil 
49 C-1071, N. D., Tl.). 

Subsidiaries of Firestone, Goodyear, and Goodrich had recently 
come under investigation in Canada for their activities in that coun- 
try. Only last year, the Canadian Combines Commissioner indicated 
that these companies had participated in activities restricting com- 
petition in Canada and indicated that in the Dominion “the public 
never obtained the results of thoroughgoing competition.” 

With respect to tires, the Commissioner concluded as follows: 

The evidence indicates that at the time this investigation commenced (1947) 
all the manufacturers in Canada of tires and tubes and one distributing company 
were parties to arrangements for preventing or lessening competition and fix- 
ing common prices in the field of replacement tires and tubes; i. e., those sold 
through dealers or otherwise to consumers as replacements, and to some extent 
in the field of original equipment; i. e., tires and tubes sold for placing on new 
vehicles and machines. The arrangements embraced passenger, bus-truck, imple- 
ment and tractor tires and tubes. (Rubber Products, Report of Commissioner, 
Combines Investigation Act (1952), p. 686.) 

The United States Government has itself been injured by the activ- 
ities of certain of the large tire producers. In United States v. Cooper 
(312 U. S. 600 (1941)), the United States bought a treble-damage 
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action against 17 companies because of the following facts. For the 
half year ending March 31, 1937, 18 companies submitted to the 
Procurement Division of the Treasury Department bids identical to 
the penny on 82 different sizes of tires and tubes. : ; 

The same thing occurred in the next half-year period, but with 
substantially higher prices than for the preceding period. 

When identical bids were again submitted for the third half-year 
period (October 1, 1937, to March 31, 1938) , the Procurement Division, 
upon the advice of the Attorney General, rejected the bids and in- 
vited new ones. 

The new bids were identical to those rejected. Determining that a 
public exigency existed, the Treasury Department negotiated a con- 
tract with Sears, Roebuck Co. 

In its next invitation to submit bids, the Government required bid- 
ders to warrant that the prices bid were not the result of agreement 
among bidders, with the result that the bids submitted were substan- 
tially lower than the prior ones. 

By comparing these bids with the earlier noncompetitive bids, it was 
ascertained that the United States had been injured to the extent of 
$351,158.21 in the three 6-month periods during which it had been 
unable to buy on a competitive market. The Government’s suit was 
dismissed, not on the merits, but on the grounds that the United States 
was not a “person” and so could not bring a treble-damage suit to 
recoup its financial injuries under the antitrust laws. 

We, the members of the judiciary, are recommending that situation 
so as to permit the United States to sue when it is thus injured. 

I have gone into such detail not because I have-any personal griev- 
ance against the big rubber companies. But their economic mastery 
of the market and the practices I have recited indicate that in this 
industry there exists a dire need for new and vigorous competition. 
The committee, in formulating Government policies for the disposal 
of new rubber capacity has a golden opportunity to restore competi- 
tion and private initiative in this area of the economy without any of 
the onerous exactions which often accompany a Government anti- 
trust suit. 

One need not be a versed economist to recognize that when 4 com- 
panies control almost 80 percent of the production of an industry, 
competition may be seriously affected. 

The consequences illustrated by the cases I have adverted to are 
almost the inevitable outgrowth of such a situation. The effects of 
oligopoly in the rubber industry, however, may to a large extent be 
offset, however, by an economically sound and intelligent disposal 
program which is intentionally designed to promote and stimulate 
added competition in the rubber industry. 

At the present time. the location of synthetic-rubber facilities is 
unfortunately in conformity with the undue predominance of the Big 
Four producers, Goodrich, Goodyear, Firestone, and United States 
Rubber. 

I am going to put in the record a table taken from a recent issue of 
the same magazine, Forbes magazine, indicating all of the Govern- 
ment-owned GR-S synthetic-fuel plants and their annual capacities. 
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RFO’s GR-S plants for sale 


ost, ciate ) 
Operated by Location Dee. 31, | reserve, | value, en 

1952 ' | Dee. 31, | Dec. 31, | Pacty 
1952 1952 


Thousand | Thousand Thousand Long tons 


Goodrich Port Neches, Tex........--- $21,664 | $11,970 | $9, 964 90, 000 
Midland Rubber Los Angeles, Calif... ..____. 15, 822 8, 063 | 7, 759 89, 000 
Firestone Lake Charles, 15,346 | 8,149] 7,697| 99,600 
Goodrich Institute. W; 18,387 | 10, 916 7,471 122, 000 
U. 8. Rubber Port Neches, Tex. ___---- 14, 326 7,049 7,27 89, 400 
Goodyear ee ; 15, 246 | 8, 004 7, 242 99, 600 
9, 983 | 4, 579 404 44, 000 
Phillips Oil____- REE |. ae 10, 438 | 5, 774 | 4, 664 66, 000 
Kentucky Synthetic Rubber !___| Luuisville, Ky____-...__- : 8, 932 | 4, 634 | 4, 298 44, 000 
Copolymer Baton Rouge, 9,276 | 5,128 4, 148 49, 000 
| Naugatuck, 10,123} 6,045 | 4,07 22, 200 
8,186 4, 636 3, 550 15, 200 
sd .-| 165,859 89, § 


1 Jointly owned by 10 nontire rubber companies. 
2 Jointly owned by 8 small tire manufacturers. 


Mr. Cetier. From this table can be seen that out of a total annual 
capacity of 860,000 tons of GR-S for all RFC-owned plants, 576,000 
tons or fully two-thirds are now being operated by the Big Four 
producers. 

But this situation can be remedied by a disposal program specifically 
directed toward promoting competition in the industry. I believe the 
committee might seriously consider following suggestions as indica- 
tive of the type of approach. 

1. As an addition to section 7 (g), page 6 of the bill, a provision 
similar to that prevailing for disposal of the Government’s: surplus 
facilities as contained in the Surplus Property Act (50 U.S. C. ap- 
pendix No. 1629) should be inserted reading as follows: 


Whenever the Commission— 
And you mention and describe the Commission in your bill— 


Whenever the Commission shall begin negotiations for the disposition to pri- 
vate interests of a plant or facilities which cost the Government $5 million or 
more, the Commission shall promptly notify the Attorney General of the proposed 
disposition and the probable terms or conditions thereof. Within a reasonable 
time, in no event to exceed 90 days after receiving such notification, the Attorney 
General shall advise the Commission whether, in his opinion, the proposed dis- 
position will violate the antitrust laws. Upon the request of the Attorney Gen- 
eral, the Commissioner shall furnish or cause to be furnished such information 
as it possesses which the Attorney General determines to be appropriate or 
necessary to enable him to give the advice called for by this subsection. As used 
in this subsection, the term “antitrust laws” has the meaning assigned to it 
by the first section of the act entitled, “An act to supplement existing laws 
against unlawful restraints and monopolies, and for other purposes,” approved 
October 15, 1914 ,and shall include the Federal Trade Commission Act. 


And I should make a second suggestion : 

2. In order to encourage bids by smaller rubber companies, the 
maximum cash deposit as provided in section 7 (d) should be reduced 
from $1 million to $250,000. 

Third suggestion : 
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3. In order to assure encouraging terms to smaller rubber companies, 
the interest rate of 2% percent presently in section 7 (e) of the bill 
should be maintained. 

Fourth section, at the end of section 7 (1), add the following pro- 
vision: That no contracts shall be made which would give to any one 
company an unreasonable share of synthetic rubber plants. 

Now, that is my statement, gentlemen. 

Mr. Suarer. Thank you very much, Mr. Celler. 

It is the desire of the committee and the effort of the committee to 
accomplish one of the principal provisions under which the President 
called for the dampened ot these plants, and that is to create a com- 
petitive pattern. 

I am sure, certainly, that we want to see the companies conform with 
all the laws. 

And we appreciate very much your statement and we will give it 
every consideration. 

Mr. Cetirr. I wish to finally say that what I indicated this morn- 
ing was partly in result of the investigations conducted by the Judi- 
ciary Committee on the question of the concentration of economic 
power, and we did go into the question, not too deeply. We didn’t 
have the time to plumb the depths, but we did touch the periphery of 
it, of this very momentous subject, and we come up with the conclu- 
sion that there is entirely too much concentration in the rubber 
industry. 

Mr. Suarer. The committee realizes that you are a very distin- 
guished lawyer and we will give every consideration to your state- 
ments. 

Mr. Vinson. Mr. Chairman, may I ask one question ¢ 

After the examination of the Shafer bill, the only suggestions are 
the ones that are set forth in your statement now; is that correct / 

Mr. Cexier. I didn’t quite get that, Mr. Vinson. 

Mr. Vinson. After tlhe examination of the Shafer bill, prescribing 
the method of disposal, you are only offering these suggestions. 

Mr. Cretter. That is right. 

Mr. Vinson. You find yourself in agreement and in accord with the 
other provisions and the approach of the bill, I judge. 

Mr. Cetier. Well, I didn’t examine the other provisions of the bill, 
except as to its impact on concentration. Reading cursorily the bill, 
I deem it a good bill. But I do hope that you will tighten up some of 
the provisions that you have in the bill concerning monopoly. 

And our idea is, and I think shared by all of us, we shouldn’t do 
anything in the disposal of these plants to fasten a greater grip than 
these present companies have upon the American economy. 

Mr. Vinson. That is right. Thank you. 

Mr. Suarer. Thank you very much, Mr. Celler. 

Mr. Thank you. 

Mr. Suarer. [ will insert in the record a letter from the Gulf Oil 
Corp. and some other letters which will terminate the public hearings 
on H. R. 5425. 

(Whereupon, at 10:15 a. m. hearing in the above entitled matter 
was closed.) 


GuLF Corp., 
Pittsburgh, Pa., June 10, 1958. 
Hon. W. SHAFER, 
House Office Building, 
Washington, D. C. 


Dear Str: We have read with a great deal of interest H. R. 5425 which you 
recently introduced in the House of Representatives to provide a procedure for 
the disposal of Government-owned synthetic rubber plants to private industry, 
and we would be pleased to have the record of the hearings conducted by the 
Committee on Armed Services, Subcommittee No. 1, reflect that our company 
endorses the purpose of the bill. 

Gulf Oil Corp. has been an active participant in the Government's synthetic- 
rubber program from the start, and is 1 of 4 oil companies presently associated 
in the Neches Butane Products Co., Port Neches, Tex., which operates the 
largest of the Government-owned petroleum butadiene facilities. 

We certainly agree that now is the time for Congress to enact legislation 
designed to effectuate the sale of these Government-owned facilities to private 
industry. There are private concerns in industry today well qualified to assume 
the responsibilities and to perform the obligations which private operation of 
the Government-owned plants would entail, and we believe that private enter- 
prise can and will supply our Nation’s synthetic rubber needs in the most 
efficient manner. 

With the aid of private industry the Government's synthetic-rubber program 
has been most successful, but the time has now arrived for the Government to 
transfer its synthetic rubber producing facilities to private industry for further 
development. Private industry has the technical knowledge and experience to 
operate these plants, the resources to expand them when necessary to meet both 
national defense and civilian needs, and the research organization needed to 
improve rubber quality and to develop those new elastomers which the public 
expects for the future. Rubber research and development would be accelerated 
under the incentive of private enterprise. 

However, an oil, a chemical, or a rubber company could not justify spending 
millions building or expanding synthetic rubber plants so long as the Governinent 
continues as a competitor. Private enterprise is not likely to enter a field 
dominated by a manufacturer who needs to make no profit or is not required 
to deduct from earnings taxes essential to the support of the Federal Government. 

H. R. 5425 is well drafted and quite properly grants discretionary powers to 
the Synthetic Rubber Facilities Disposal Commission in that the Commission is 
authorized to pass upon related matters not specifically covered in the bill. 
Because the bill is silent on the subject of the right of joint acquisition and 
joint operation of a large plant by two or more persons or companies, such as 
the present joint operation under Government ownership of the Government 
facilities located at Port Neches, Tex., we assume it is intended that these mat- 
ters shall be within the discretion of the Commission. 

The disposal program ultimately approved by Congress must he a practical 
plan for the disposal of the largest plant (Port Neches) if facilities capable 
of annually producing not less than 400,000 tons of general purpose synthetic 
rubber, as expressed in section 17 of H. R. 5425, are to be successfully trans- 
ferred to private industry. The Commission which is to administer the bill 
should have the assurance that joint acquisition and joint operation have the 
prior approval of the Congress. 

If, in addition to national defense, the maintenance of competition and maxi- 
mum rubber production is the chief concern of the Congress, this can be accom- 
plished through the competitive and separate operation of the rubber-making 
copolymer plants. The fact that both hopolymer plants are fed from a single 
butadiene plant need not render them any the less competitive. 

We suggest that joint acquisition and joint operation of a butadiene plant 
can be permitted without prejudice to the preservation of competition in the 
synthetic rubber industry through the maintenance of separate and competing 
producers at the rubber manufacturing plant level. In your deliberations re- 
garding the disposal legislation you may feel that the Commission, with the 
advice of the Attorney General and subject to congressional review, has been 
provided with an adequate framework for resolving the problem typified by 
the butadiene plant at Port Neches, Tex. However, a clarification of the bill 
in that respect would encourage bidding for the plants to be sold. 
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We appreciate the efforts being made by you and the committee to expedite 
the enactment by Congress of legislation to permit the disposal of the Govern- 
ment-owned synthetic rubber producing facilities to private industry, 

Very truly yours, 
H. P. Hoparr. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, June 10, 1958. 
Hon. Paut W. SHAFER, 
Chairman, Subcommittee No. 1, 
House of Representatives, 
Washington, D.C. 

Dear Mr. SHaArer: Please refer to your letter of June 8 requesting the views 
of NPA with regard to H. R. 5425. I think the bill is fair to the Government, to 
the purchasers of plant facilities, and to the public and believe that a fair value 
of the facilities can be obtained through the medium of this bill. 

We are particularly impressed with section 3 (a), which creates a synthetic 
rubber facilities disposal commission, which will have no connection with con- 
cerned industries and Government. 

It would be wise to include a provision allowing for the disposal of obsolete 
or surplus equipment not disposed of to purchasers of plant facilities. 

We trust that the above is helpful to you. If we can be of any further assist- 
ance in this matter do not hesitate to call on us. 


Sincerely yours, 


ArrHuR K. O'KEEFE, 
Director, Chemical and Rubber Divisions. 


Tue GENERAL Trre & RuppeEr Co., 
Akron, Ohio, June 11, 1958. 
Hon. W. SHAFER, 
Chairman, Armed Services Committee No. 1, 
House Office Building, Washington, D. C. 

Deak Mr. SHAFER: We regret that it has not been possible for Mr. W. O’Neil to 
appear before your committee in connection with the hearings on H. R, 5425, 
due to the fact that he has not returned from a business trip in Europe in con- 
nection with our foreign operations, 

We want to go on record as approving your bill for placing the synthetic rubber 
industry in the hands of private enterprise and free competition. In expressing 
our approval of this bill, however, we urge that ample recognition and considera- 
tion be given to certain facts and conditions to the extent their importance 
warrants. 

Your committee might give consideration to these facts either within the frame- 
work of the bill itself or in the ground rules laid down for the operation of the 
board or commission acting as the disposal agent, or in your committee report 
on the bill itself. 

We believe that the prime motivating force in the disposal program sponsored 
by your bill is to better serve the interest of greater national security, to provide 
for the greatest development and maximum use of the synthetic rubber facilities, 
to expand this industry with all of the resources for research and development 
possessed by private industry, to promote a free competitive enterprise which 
will result in the greatest benefit and savings to the American taxpayer. 

To obtain these objectives, we are confident that the rubber industry itself is 
best qualified to assume this responsibility. By this statement, we are claiming 
no vested interest for the rubber industry in the synthetic rubber facilities, but 
we do believe that from the purely objective viewpoint, the taxpayer’s purchas- 
ing dollar spent for rubber products will go further if these operations are kept 
within the industry and not scattered to farflung outside interests which will 
require that many profits be added to the ultimate price the consumer pays for 
the end product. 

The rubber industry has a greater interest at stake in developing these facili- 
ties and securing the maximum use and production by taking advantage of the 
research and development abilities of the individual companies which will be 
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spurred on to greater achievement through free competitive enterprise. The 
rubber industry has demonstrated its ability to do these things, and while we 
claim no monopoly on this ability, we do claim that our proven ability justifies 
preferential consideration in the disposal program. 

We think it should be borne in mind that for the Government the synthetic 
rubber operation has been a profitable enterprise. From this standpoint, we do 
not believe that the essence of a successful disposal program lies in the ultimate 
price secured, but rather in the objectives we have outlined. We have reason 
to believe that the Members of Congress would concede that the best interests 
of the American taxpayer would be served if the plants were within the juris- 
diction of the rubber industry, even though they were not sold to the highest 
bidder. 

in order to give adequate consideration to these facts, we believe that broader 
interpretation should be given to the word “negotiation” as used in the bill, and 
the essence of this negotiation should not necessarily be the highest bid. There 
should be adequate protection for the bidder, because of the uncertainties under 
which he places his bid. This is particularly true in regard to feed stock supply 
which is bound to be an uncertain item if all facilities are disposed of coneur- 
rently. Actually, under the strictest interpretation of the bill in its present 
form, it is possible for an interested and very capable rubber company bidder 
to be left out in the cold while some of the plants might not be sold at all. 

We are conscious of the difficulties in legislation which will encompass the 
suggestions we have offered. We are confident that this situation can be ade- 
quately treated either within the framework of the legislation itself, the instrue- 
tions for the operation of the disposal agent, or the committee report on the bill 
itself which will show your intentions in drafting the legislation. 

We appreciate the opportunity to have our comments incorporated in the 
record of your committee hearings. 

Respectfully yours, 


C. F. Burke. 


SMALL DEFENSE PLANTS ADMINISTRATION, 
Washington, D. C., June 12, 1958. 
Hon, PAUL W. SHAFER 
Chairman, Subcommittee No. 1, 
House Armed Services Committee, Washington, D. C. 


DEAR CONGRESSMAN SHAFER: I am writing, pursuant to an oral request for 
the views of this agency on H. R. 5425, a bill to authorize the disposal of the 
Government-owned synthetic rubber facilities, and for other purposes. 

The main concern of the Small Defense Plants Administration is that, in 
the event that rubber again becomes in short supply, small independent fabri- 
cators of rubber products will be afforded an equal opportunity to obtain rubber 
for use in their operations. In all likelihood, most or all producers of syn- 
thetic rubber will be integrated companies which will also manufacture rubber 
products. Independent fabricators will thus have to obtain rubber from con- 
cerns with whose fabricating departments they are competing. In the event 
of scarcity of rubber, independent fabricators may well be placed at the mercy 
of their own competitors. While we cannot predict the future supply of or 
demand for rubber, recent Communist incursions in Southeast Asia certainly 
afford reason for apprehension. 

To this end, we would suggest several comparatively minor changes in the 
draft bill: 

1. Section 7 (g) should be amended to read: “In conducting these negotiations 
the Commission shall, after consultation with and upon the advice of the 
Attorney General, determine the sales which will best provide for fair and 
effective competition in the production and marketing of synthetic rubber, its 
component materials, and products made in whole or in part from it.’ (New 
material italicized. ) 

2. We deem it particularly important that the law provide that contracts 
of sale of synthetic rubber plants include a clause assuring that, in case of 
scracity, independent fabricators will be able to obtain a fair proportion of 
rubber produced from these plants. This might be accomplished through adding 
another subsection to section 7 or another clause in subsection (h), directing 
that each sale contract shall provide that, whenever the President finds that 
there is a national scarcity of rubber, he shall determine what constitutes a 
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fair proportion, to be set aside for independent fabricators, of the synthetic 
rubber produced by the plants disposed of pursuant to this act, and that such 
proportion shall be made available to independent fabricators by the owners of 
these plants at prevailing market prices. 

It is our view that without such safeguards survival of the independent fabri- 
cators of rubber may be threatened. We believe it essential that the Govern- 
ment make sure that, in disposing of its synthetic rubber plants, it does not 
unwittingly foster monopoly, reduce competition, or create a threat to the 
existence of a number of small-business concerns. A number of small-business 
fabricators of rubber products have made known to us their apprehensions in 
this respect. 

In the absence of provisions of the type suggested, it might prove necessary, 
in the event that rubber becomes in short supply, that allocation controls be 
imposed. We are in accord with the expressed policy of the administration and 
the majority leadership of Congress that governmental controls should be kept 
to an absolute minimum, and suggest that the proposals made herein might 
serve to obviate any necessity for imposing them in this area. 

Because of the lack of time available to us, we have not been able to clear 
this report with the Bureau of the Budget to determine its relationship with 
the program of the President. 

Very truly yours, 
ALBERT J. ROSENTHAL, 
General Counsel. 
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